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AN EXCEPTIONAL 
INVESTMENT OPPORTUNITY. 


HERE are many good investment stocks listed on the N. Y. Stock Exchange 
which escape the notice of the average investor because of the small size of 
the issue or the comparative inactivity of the stock. 

Among the best of these because of its merits is the 7% cumulative preferred 
stock of one of the largest corporations of its kind, for many years listed on the 
New York Stock Exchange, now selling at a price to yield about 6%. 

MERITS—Earnings for the last three years have averaged 87% upon this stock, 
or twelve times dividend requirements. 

Hidden earnings to an amount approximately double the par value of the out- 
standing stock have been “written off” the book value of its “securities owned” 
during the last four years. 

The company’s cash surplus is 100% greater than the par value of this issue. 

The company’s business will be directly injured but little, if any, by tariff 
reduction. 

Dividends averaging 8.30% annually have been paid during the last twelve years 

No more stock may be issued—and this issue cannot be retired by the company 

This stock has a speculative feature of value in that it will share equally with 
the common stock in all dividends above 7%. 


CORRESPONDENCE INVITED. 
COLTON, FALES & CO. 


(Members of New York Stock Exchange.) 


a 67 Exchange Place New York 





























THE WALL STREET LIBRARY 


This valuable set of six books, listed at 
$3.60, delivered to you for only $2.95 





1. The A BC of Wall Street 
2. The Anatomy of a Railroad Report 
3. Theory of Stock Speculation 
4. Banks and Banking 
5. A BC of Stock Speculation 
6. Options and Arbitrage 


This fine set of books (substantially bound in cloth) should be in the 
library of every investor. It gives, in popular and readable form, a 
complete explanation of Wall Street methods, with clear and practical 
suggestions in regard to scientific investment and speculation. 


It will pay you to take advantage of the above exceptional offer 


The Magazine of Wall Street [2°twcarr sma: New York 
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Current Financial Opinion 


The Up-to-Date Thoughts 


Bond Market Now Has 
Plenty of Friends, but Is 
Still Shy on Money. 
VERYBODY is advising everybody 
else to buy bonds, but only a few 
persons are taking their own medicine. 
Every other man you meet gives you 
fifty-seven varieties of reasons for buy- 
ing bonds—and the average price of ten 
leading bonds has rallied only about one 
and one-half points, after a decline of 
nearly twelve points. 

This shows, certainly, that actual buy- 
ers are not yet rushing into the market 
and begging the bond houses to take 
charge of their money for them. On 
the other hand, we are always told that 
the time to buy is when nobody else 
wants to—which, like other investment 
maxims, is sometimes true and some- 
times not. 

Possibly buyers are all holding off in 
the effort to buy at the bottom—a nat- 
ural and irrepressible human desire, but 
difficult of attainment. Pretty much 
everybody agrees to this, however— 
that good bonds are now low and that 
many factors are working in their favor 
which have heretofore been against 
them. 

Fourth National Bank, New York: There 
is a better demand for bonds both from 


private and financial institution buyers, and 
it looks now as if the inquiry would broaden 


of Wide-Awake Thinkers 


further to the betterment of the whole in- 
vestment market. What is also reassuring 
is the indication that investors are grad- 
ually evincing an inclination to take up long- 
term bonds rather than only such securi- 
ties as have one or two years to run. This 
marks a definite change for the better, in 
that it shows confidence is returning and 
that the time may not be far distant when 
normal conditions will again prevail. It is, 
however, not yet a normal bond market 
for the reason that investors are still timid 
and hesitating, but the uncertainty is not 
nearly as great as it was a month ago, and 
the chances are that the recovery now un- 
der way will continue. One reason for the 
improvement has been the moderation 
shown by the bankers in the output of new 
security issues. There has been no glut in 
the bond market here in the sense that there 
has been abroad. 

National City Bank, Chicago: This is not 
the time for the undue extension of credit 
facilities or for attempting such financing 
as has to do with enterprises which will 
take a long time to be worked out. The 
bond market is reflecting a somewhat better 
investment demand, ‘but the recovery is 
slow enough to indicate that investors are 
still timid, and that they are waiting some 
definitely reassuring development before 
employing their surplus funds in long-term 
securities. 

* * * 


The Horoscope 
of Gold Production 
and Interest Rates. 


[F we are really entering upon a period 
of business contraction, then bonds 
should soon strike bottom, if they have 
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THE LAUNCHING. 
—From Duluth Herald. 


not already done so. Business contrac- 
tion means the release of money, and 
idle money soon flows into the bond 
market. But this would apply only to 
a considerable period of contraction. 
Such a brief reaction as occurred in 
1911 would help bonds but little. 

On this subject Mr. William R. Brit- 
ton contributes some interesting opinions 
to the Annalist: 


At present there is a scarcity of loanable 
funds in practically all parts of the world, 
but there are strong prospects of a world- 
wide contraction in business, and this should 
result in a lower land, commodity prices, 
and wages, also in a notable cheapening 
of money, and it is my conviction that 
money will be cheap next and pos- 
sibly the following year. By this, I mean 
time money. Our prospective tariff reduc- 
tions may cause intense competition among 
the leading commercial nations, and the 
United States will probably become a free 
world’s market. American labor will no 
longer be protected by a prohibitive tariff, 
and, in the newer contest, may suffer a re- 
duction in wages. This, of course, will 
mean a lower living cost, which should be 
beneficial to the bond market. 

About 25 years ago the world’s gold pro- 
duction began to increase at a rapid rate, 
but the output, while now large, has ceased 
to increase at the old ratio. At first large 
amounts of the precious metal found lodg- 
ment in the banks of the principal countries, 
and as credit is largely based on the ulti- 
mate payment of debts in gold, there was a 
widespread stimulation in general industry 
all over the world. 


» trade. ; 
the precious metal, which never returns, 


Now, instead of being continually alarmed 
at the so-called flood of gold, as people 
were formerly, we are feeling the effect of 
a dearth of gold, as there are indications 
that the gold production of the world is no 
longer equal to the expanding demand of 
India is absorbing vast amounts of 


and many other countries have adopted the 
gold standard, which has absorbed vast 
amounts in recent years. The strain of the 
pressure for gold is becoming acute, and 
bankers of London and Continental cities 
are attempting to devise means of strength- 
ening the gold reserves of their respective 
countries. 

I believe that the era of expansion has 
ended, and that we are entering an era of 
contraction. Bond prices were highest 


about ten years ago, and now, for the first 
time since 1902, students of political econ- 
omy can express with confidence the con- 
viction that the bond market has either 
' turned or is about to turn, and that bond 
prices should henceforth show an advanc- 
ing tendency. 
* 


os x 


A Cheerful Englishman— 
(Probably Not an Athlete). 


AFTER the many gloomy reports 
that have been cabled us from 
abroad during the past year, it is cer- 
tainly a relief to find a commentator who 
has the nerve to predict a “brilliant 
showing” for the remainder of the year 
1913. 

This remarkable gentleman is Kenelm 
Claughton and his views are set forth in 
the Investor's Summary: 


The first half of 1913 has been the biggest 
investment puzzle of not this century, but 
of the past three generations. The genial 
spirits who first introduced me to the Stock 
Exchange have still a lively recollection of 
the circumstances that attended the colossal 
Overend, Gurney banking smash of £13,- 
000,000 liabilities, and the consequent col 
lapse of a veritable army of smaller bank- 
ing and merchant houses. But they tell 
me that the market phases of January- 
July, 1913, were infinitely worse, Perhaps 
it is that in 1866 people were better able to 
gauge what sad did or could happen; 
but this year there has been, if not the 
same dismal record of commercial or finan 
cial collapse, at least a more accentuated 
sense of iennsiel distrust. 

The inevitable release of hoarded money 
is the best guarantee for the more brilliant 
showing of the second half of 1913. The 
gold scare of the Balkans is over; the 
gold scare of the United States has been 
effectually laid by the action of Secretary 
of the Treasury McAdoo; the enormous re- 
serves accumulated during the crisis by the 
Middle Europe countries are ready waiting 
for employment the moment the Bucharest 


















Peace bother is settled in the only pacific 
way that it can be. We may, therefore, 
take it that the first essential of activity 
on the investment and speculative markets, 
cheaper money, is absolutely assured. 


* * * 


Lots of Money Needed. 
Have You Got It? 


N order to realize these glowing 
prophecies, however, a good deal of 
money will be needed for various pur- 
poses, too numerous to mention, and 
somebody has got to furnish it. 

The whole world is devoutly hoping 
that we have said good-bye to fighting 
in the Balkans, so that that terrible drain 
on the world’s resources may be consid- 
ered nearly over. But there is no limit 
to the amount of money that could be 
profitably used in industrial, railroad and 
electrical development. 

Frank A. Vanderlip, president of the 
National City Bank of New York, re- 
cently made a speech before a meeting 
of the representatives of the electrical 
industry of the United States, in which 
he brought this point out very cogently: 


The railroads in five years will need, say, 
$4,000,000,000 for refunding and fresh capi- 
tal. States and municipalities, should they 
take no more new capital in the next five 
years than they have in the last five, will 
absorb in the neighborhood of $1,500,000,000 
more, so with the two billion dollars the 
electrical industry will need, there should 
be provided between now and the end of 
1918 between $7,000,000,000 and $8,000,000,- 
000 for these three purposes alone, to say 
nothing of general industrial and other 
needs. 

Financiers must count on two elements 
over which they have no control if they are 
successfully to accomplish the gigantic task. 
One factor is the size of the possible invest- 
ment fund itself—the question of whether 
or not there can be made available a total 
amount of capital for fresh investment that 
will meet the demand which can be clearly 
foreseen in these three directions alone— 
that of general transportation, the produc- 
tion and application of electrical energy, 
and municipal capital expenditures. 

The second factor is whether or not the 
outlook in these fields of investment is such 
that the elements of adequate return and 
ultimate safety will satisfy the owners of 
capital and lead them to direct such a vast 
stream of new investment into these fields. 


He decides that the outlook does war- 
rant the investment of these enormous 
sums and that profitable interest could 
be earned on them. As to whether the 
necessary capital can be found for the 
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A BITTER PILL. 
Uncle Sam is giving the Express Trust a 
pill labeled “Increase in size of Parcels Post 


packages and decrease in rates.”—News- 
Tribune, Duluth. 





purpose he is careful to express no 


opinion. 
* * * 


Big Financiers Not 
Saying Much. 


Two months ago there was nearly as 
much bullish talk on stocks as on 
bonds, but most of that seems to have 
died down again. Brokers’ comments 
are varied, as usual, but the real finan- 
cial leaders are keeping their own 
counsel. As this is written, the market 
itself shows that at the moment they are 
neither buying or selling very heavily. 
Here are two or three opinions from 
students of the situation: 


James H. Brookmire, St. Louis: The an- 
nouncement on Friday that the underwrit- 
ers had disposed of 92 per cent. of the 
$88,000,000 of Southern Pacific certificates 
was a cheering bit of news, and the fact that 
the interior banks will soon feel the favor- . 
able effects of the long-heralded Treasury de- 
posits is also a favorable market influence. 
However, there is little probability of easy 
money until after the turn of the year, and 
although it is not improbable that the mar- 
ket will experience bullish demonstrations 
with good support around recent levels in 
the immediate future, we think the crop and 
political outlook sufficiently unfavorable to 
warrant the prediction of a substantial re- 
action before the end of the year. 

Windsor, in Boston News Bureau: In im- 
portant financial circles the consensus of 
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opinion is that the recovery in values is 
eg gt ae The railway wage question is 
to the fore again. Announcement that em- 
ployees of western roads will ask for more 
pay comes as a surprise to many people, 
though it is only what some of the largest 
interests—interests who have materially re- 
duced their commitments for the rise—have 
expected. 
hile the break in the fiscal relations of 
the Morgan house and the New Haven road 
— which I am told is not permanent by any 
means—tends to unsettle sentiment, the 
broader considerations above referred to are 
expected to result a little later in further 
liquidation by speculative holders and a 
lower level of prices. Earnings of the rail- 
roads, as evidenced by the latest return of 
Southern Railway, are already beginning to 
reflect the unfortunate crop conditions 
everywhere outside the wheat belts. But 
the wheat fields figure for only about one- 
quarter of the vast territory planted to grain 
and cotton. Corn is the railroads’ greatest 
tonnage maker, while cotton piles up every 
ear hundreds of millions in credits in 
urope. 
* * * 
Stock Exchange Member- 


ships Not Being Given Away. 
A FEW months ago, to hear brokers 
talk one would reach the general 
impression that seats on the Stock Ex- 
change would soon be given away with 
a pound of tea. Since then they have 
advanced in price from $37,000 to 
$50,000, which indicates that there are 
still a few persons left who have con- 
fidence in the future of investment in- 
terests in this country. 
* * * 
Frick an Optimist. 
Well, Why Not? 


THE interviews obtained from our big 

capitalists while they are abroad, 
or on their arrival home, are usually over- 
flowing with good spirits. Apparently 
a summer trip abroad has a tendency 
to quiet a man’s nerves and put him at 
peace with all the world. Or, perhaps, 
it is that as soon as he sets foot on 
American soil a wave of patriotism 
rushes over him, leading him to declare 
all things American to be prosperous and 
flourishing. 

Mr. Frick, however, was able to see one 
point where an improvement might be 
made. We also quote other opinions on 
business conditions : 


H. C. Frick: On general business condi- 
tions I am an optimist. The one greatest 
need is a let-up in governmental lawsuits 
and interference which continually threaten 
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capital and inevitably create an atmosphere 
of general uncertainty and mistrust. I 
don’t believe the tariff bill will lead to any 
great business disturbance. Its effects have 
been largely discounted. 

The People’s National Bank, Pittsburgh: 
In the matter of new contracts involving 
next year’s requirements and deliveries, two 
factors operate in restraint of placing orders 
freely. One is the continued high cost of 
capital for use in new enterprises, and the 
other is the growing disposition to await 
developments in the foreign steel trade in 
connection with the new tariff duties. Sum- 
marizing commercial and industrial condi- 
tions, it may be said that they are unusually 
sound, and in better position to undergo 
readjustment to legislative changes than on 
former occasions. 

Iron Age: The problem now to be worked 
out is that of finding on what lower level 
free buying will again become the rule and 
the steady reduction in unfilled orders be 
checked. What is most impressive is the 
extent to which the country is taking the 
output of the industry as it stands, indicat- 
ing that no drastic price changes are im- 
mediately ahead. 

Marshall Field & Co.: Road sales show a 
fair increase over the corresponding period 
a year ago. The cotton goods market has 
been excited on account of the advance in 
the price of raw cotton, due to the severe 
drought in certain cotton-growing States 
as reported by the government. This, to- 
gether with the known scarcity of mer- 
chandise, is causing retailers to place orders 
on domestics freely for their current wants. 
The sale of silks for the fall trade indicates 
that this is going to be one of the best silk 
seasons for a number of years. 

Dun’s Agency: The reduced harvests are 














YES, WE DO NEED A MORE ELASTIC 
CURRENCY! 
—From Chicago Record-Herald. 
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calculated to ultimately have some effect 
upon railway freight traffic, but it is gratify- 
ing that sentiment remains cheerful in spite 
of the less favorable outlook in certain di- 
rections. While the delay in the adoption 
of the pending tariff bill acts as a check, 
business has, nevertheless, emerged from 
its customary summer lethargy and with 
the approach of the fall season the revival 
of activity has become more pronounced. 
Labor is well employed at increased wages. 
* * * 
The West “Should Worry” 
About the Corn Crop? 


WESTERN farmers have long since 
passed the point where a single 

crop failure could discourage them. 
Now, when a farmer is planning to buy 
an automobile, a self-playing piano, and 
to send his girl to college, failure of his 
corn crop might lead him to cut out the 
piano. That about expresses the effect 
of the recent red hot summer, which has 
burned the corn to a crisp in certain 
states. In the old days it meant bundling 
the family into the prairie schooner and 
going “back East.” But the old days 
are gone, never to return, thank Heaven. 
Here are three views, from widely 


separated localities: 

Mechanics-American National Bank, St. 
Louis: While corn is a big factor, there is 
a great deal in the Southwest besides that 
one crop on which to base pesepanty. The 


loss has been large, but nothing approaching 
disaster; it is also true that many of the 
loss estimates will be found to have been 
very greatly exaggerated. The money mar- 
ket situation is better than it was a month 
ago. 

Commercial West, Minneapolis: Agricul- 
tural conditions throughout Minnesota are 
such that activity in general business is 
assured. It is difficult to see how politics, 
tariff legislation, tight money in the East, 
or lack of confidence there, can hold busi- 
ness back in this state. While all crops are 
good, the corn crop of Minnesota may be 
a record one, amounting to 80,000,000 
bushels or more. This and a good hay crop 
combined with the movement to bring in 
live stock on a larger scale than ever be- 
fore, promises to move Minnesota forward 
in an agricultural and commercial way more 
rapidly than any other state in the Union 
is now moving. Then, too, settlers are 
opening up new lands in the northern part 
of the state so rapidly that the movement 
almost amounts to a “boom” in many 
districts. 

American National Bank, San Francisco: 
Some improvement in the local situation is 
evidenced by better collections and the fact 
that certain of the larger corporations have 
found ways of financing themselves. That 
money can be had by those willing to pay 














EN ROUTE. 
—From Pittsburgh Post. 


the price for it is demonstrated by the suc- 
cess of recent short-term note offerings, 
well-secured and sold at a price to net the 
investor 7 per cent. The inability of the 
city of San Francisco and of the State of 
California to sell bonds is significant of 
nothing except that these commonwealths 
are authorized to borrow money only at 
specified rates, which lenders are unwilling 
to accept. 
* ~ * 

“Business Mortality” 
Running Pretty High. 

USINESS failures are running 

larger than is entirely pleasant. 

The total liabilities of failed firms for 
the first eight months of this year were 
greater than in the corresponding months 
of any other year for more than a de- 
cade, with the single exception of 1908, 
when we were feeling the aftermath of 
the panic of 1907. The number of 
failed firms for August was the largest 
for that month since 1896, though liabili- 
ties were slightly more in August, 1908. 
The eight months’ record is given by 
Bradstreet’s as follows: 


Number Assets Liabilities 
$111,982,648 $192,119,830 
65,179,824 130,262,091 
67,251,658 121,124,188 
58,135,737 120,680,130 
47,227,384 97,008,836 
132,173,641 ge hte 


55,749,751 836, 
41,696,048 83,486,359 
43,157,306 80,843,906 
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55,568,344 101,473,777 
38,303,382 79,025,327 
32,412,509 69,160,318 
44,339,870 92,067,880 

Dun’s Review separates failures into 
“Manufacturing,” “Trading” and a third 
division covering agents, brokers, etc. 
Increases in liabilities have been fairly 
well distributed among different lines of 
business : 

The most unsatisfactory showing was 
made by the machinery group, with a nu- 
merical increase of 13, while more or less 
growth in the number of suspensions also 
appeared in iron, woolens, lumber, cloth- 
ing, hats, gloves and furs, paints and oils, 
printing, leather and miscellaneous. On the 
other hand, slight improvement was shown 
by the classes embracing cottons, milling 
and bakers, liquors and tobacco, and glass 
and earthenware. As regards the manufac- 
turing liabilities, the mortality was heavier 
in all but three instances, the expansion in 
machinery and tools, lumber, paints and oils, 
and leather being especially pronounced. 

Like the manufacturing division, trading 
losses were larger than last year, both in 
number and amount, although in each case 
the difference was much less marked. Of 
the fifteen separate trading classifications, 
eight showed more insolvencies than a year 
ago, while in boots and shoes, and jewelry 
the figures were the same. The large in- 
crease was 19 in the miscellaneous group. 

Another indication pointing in the 
same direction is the continued increase 
in loans on life insurance policies. Pres- 
ident Dryden, of the Prudential, says 
that about one ordinary policy in four in 
his company has a loan lien against it. 
He urges his agents to “strive for a re- 
duction in the number and amount of 
new loans.” 

* * * 
Tariff Sea-Serpent Still 
Tossed by Wind and Wave 
—Especially Wind. 
HE Senate has finished its long 
tussle with the tariff. It is to be 
hoped that important improvements have 
been made since the bill left the House, 
but the country doesn’t feel sure about 
it. The one thing the average business 
man prays for is to get the thing settled 
in some way as soon as possible, feeling 
confident that business will soon adjust 
itself to whatever rates are adopted. 

The Journal of Commerce thus sum- 
marizes the Senate’s changes in the bill: 

Alteration of rates on more than 150 com- 
modities effecting an average reduction be- 
low house rates of at least 5 per cent. ad 
valorem. 














MAKING A MESS OF IT. 


The Democratic Party and _ the 
Industry.—Pittsburgh Gazette-Times. 


Sugar 





New cotton schedule, intended to protect 
manufacturer to greater extent. 

Restoration of specific rates in silk 
schedule. 

Introduction of new and heavy progress- 
ive income tax rates. 

Addition of cotton futures tax of 50 cents 


per bale. eS ; 

Reimposition of duty on spirits used in 
domestic wines. 3 

Introduction of system of countervailing 
duties for use against foreign countries in 
case of necessity. 

Postponement of date when sugar and 
wool rates take effect. 

Many, of course, consider the reduc- 
tion of duties a great mistake, and some 
of the employees of protected industries 
have paraded the streets bearing pro- 
tariff banners as a protest against the 
proposed changes. On the other hand, 
the New York Mining Age puts Wilson 
in the class with Lincoln: 

President Wilson, by securing for the 
country radical tariff reduction and a cur- 
rency measure that means the timely end 
of that barnacle on the ship of state known 
as the Money Trust, is earning for himself 
the right to be classed with such emanci- 
pators as Abraham Lincoln. More power 
to him. 

* * * 
Will Congress “Dynamite 
the Foundations” of the 
Cotton Business? 


T will be noticed that the above sum- 
mary of Tariff Bill changes includes 
a prohibitive tax on trading in cotton 

















futures. There is no logical reason why 
such a provision should be included in a 
tariff bill, as it has nothing to do with the 
tariff. The reason is political. The sup- 
port of Southern Senators was essential 
to pass the bill. Those Senators are vio- 
lently opposed to what they call “bear 
speculation” in cotton. This tax was 
inserted to please them. 

“Experience is the best teacher, if you 
don’t pay too dear”; but if this tax is 
passed as it now stands, the Southern 
planter will undoubtedly pay too dearly 
for the mistaken antagonism of his rep- 
resentatives toward a useful branch of 
the cotton trade. 

W. B. Thompson, formerly president 
of the New Orleans Cotton Exchange, 
puts the matter thus: 


It is entirely proper, and indeed neces- 
sary, that all exchanges should be regulated 
by appropriate legislation and effective gov- 
ernmental supervision, but it is not proper, 
nor necessary, and is in fact flagrantly un- 
just for Congress to wreck an essential 
economic system, depreciate an invaluable 
trade asset, and cripple a great people 
merely for the purpose of punishing a 
recalcitrant private corporation. 

Stripped of its flimsy disguise this so- 
called tax measure is revealed as a drastic 
prohibitory statute. It aims to abate cer- 
tain collateral abuses of a comprehensive 
and necessary trade system by dynamiting 
the foundations of the system, upon the 
effective but unwise and inhumane principle 
that the best way to correct a man’s bad 
habits is to kill him. As confected, this 
inappropriate alleged remedy will accom- 
plish much less good than its proponents 
expect and much more harm than they 
would understandingly inflict. Surely, it is 

















STOP, LOOK AND LISTEN. 
_ The Banker flags Pres. Wilson, who is rid- 
ing the Currency Bill toward Business De- 
pression.—Philadelphia Press. 
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not necessary to thus shell the woods. 
Surely so enlightened and so august a body 
as the Senate of the United States will not 
confess its inability to solve an important 
economic problem by adopting a resolution 
to run amuck. 
* * * 
Bankers Refuse to Adopt the 
Young Currency Bill. 


ORACE WHITE, the author of 
“Money and Banking,” and Chair- 
man of the Hughes Committee on Stock 
Exchange Regulation, hit the nail on the 
head when, in discussing the Banking 
and Currency Bill some time ago, he 
said, “The pending bill seems to be based 
upon the theory that the interests of the 
banks are opposed to the interests of the 
people, and that the latter must be made 
to prevail over the former. The truth is 
that the interests of the banks are iden- 
tical with public interests, otherwise they 
could not exist at all. To separate the 
control of a solvent bank from its own- 
ership is opposed to all the ideas of the 
Anglo-Saxon race, and its constitution- 
ality may well be questioned.” 

Yet the bankers of the country have 
considered the bill temperately and have 
made every effort to commend its good 
points and to find as little fault with it 
as they consistently could. Says Current 
Opinion: 

Twenty years ago, or even ten years ago, 
this currency scheme would have been 
violently denounced as Socialistic, revolu- 
tionary and crazy. Today it is’ receiving 
careful, respectful and thoughtful con- 
sideration. 

+ * * 
“Why Bankers Oppose the 
Bill and Why They Ought 
to Support it.” 
NDER the above title The Outlook 
expresses in its customarily forc- 
ible and dogmatic way the argument 
that the people, not the bankers, should 
mold the Currency Bill and control the 
banks. We have not seen this side of 
the controversy put so strongly and rea- 
sonably anywhere else; yet it doesn’t im- 
press us as entirely convincing: 


One might as well say that all manufac- 
turers are political economists as to assume 
that all bankers are financiers. The great- 
est financiers of modern times were not 
bankers at all. Think of their names: 


Alexander Hamilton, Albert Gallatin, Sal- 
mon P. Chase, William Windom, Will'am 
E. Gladstone. 
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MERELY A PASSENGER. 


The Chicago /nter-Ocean represents Pres. 
Wilson as saying to the proposed “Advisory 
Board” of Bankers, “Yes, you may ride, but 
you mustn’t touch the reins.” “Government 
Control” is driving, with “Initiatory Powers” 
reins. 





If the bill is enacted into law, as we be- 
lieve and hope it will be, we do not hesitate 
to assert that the bankers of the country 
will be the first to rush to its defense if it 
is threatened in any way. 

There is not a banker in the country who 
does not feel the need in his own business 
of an elastic currency. There is not a 
banker in the country who has given any 
thougtt to the matter who does not know 
that the bill now before Congress provides 
on the whole an excellent plan for making 
our bank currency elastic. What, then, is 
the specific reason why the representatives 
of National banks throughout the country 
are opposing the bill? Here is the reason, 
pointedly expressed in a resolution of a 

oup of sixty bankers, representing the 

iddle West, held in Omaha a week or two 
ago: 

“We contend that the system of control 
devised is inherently wrong in this: that 
the banks furnishing the capital of the 
Federal Reserve Bank are practically denied 
a voice in their management, which will be 
placed in the hands of a body of men whose 
relations to the business will be political 
and possibly partisan.” 

This is the old cry against government 
regulation which the railways made ten 
years ago when the Hepburn Rate Bill was 
passed. 

If the people can trust the President to 
choose their Supreme Court for them, the 
bankers can certainly trust him to choose 
the Federal Reserve Board. A President 
who would prostitute the Federal Reserve 
Board to his own base political and partisan 


advantage would endeavor to so prostitute 

the Supreme Court and would deserve to 

be impeached. 
* 


* * 


A Bill to Compel the 
Bank to Lend Their 
Money as Instructed. 


[* has always been a theory of our so- 

called free government that a man 
couldn’t be forced to lend his money if 
he didn’t want to; but that is all out of 
date, passé, now. This bill provides that 
the Reserve Board may “require” a Re- 
serve Bank to rediscount the paper of 
any other Reserve Bank—and the Re- 
serve Banks, mind you, are entirely 
financed on the money of the National 
Banks, which are privately owned insti- 
tutions. And curiously enough, the same 
section of the bill containing the above 
remarkable provision further provides 
for the appointment of a receiver for any 
Reserve Bank when necessary. 

The coincidence is of course acci- 
dental, but startling. Murray Corring- 
ton thus discusses the matter in the 
Banking Law Journal: 

A most remarkable feature of the bill is 
that it actually contemplates and provides 
for the possible collapse of the very system 
which it seeks to create, by giving the Re- 
serve Board authority in Section 12, first, 
to compel any reserve bank to do those 
things which would move it toward failure, 
and, second, to then order it to suspend 
and appoint a receiver therefor, as follows: 

“(b) To require or on application to per- 
mit a Federal reserve bank to rediscount the 
paper of any other Federal reserve bank.” 

“(h) To suspend the further operations 
of any Federal reserve bank and appoint a 
receiver therefor.” 

In fact, the suspension of one reserve 
bank would shake public confidence so com- 
pletely in the entire system that it must 
break down wholly, unless the government 
shall assume all obligations necessary to 
prevent such disaster. And as the large 
banking interests want the system of the 
Aldrich bill and do not want that of the 
Owen-Glass bill, it is but natural to expect 
that they will not aid, but will rather oppose 
the successful introduction of the latter. 

. * 


Howard Elliott 
and His Big Job. 


[* looked like the irony of fate that the 

worst of the New Haven’s series of 
accidents should happen on the very day 
that the new president took office. News- 
paper explanations were as varied as the 
character and editorial policies of the 
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different journals. The Times, of course, 
thought the labor unions were chiefly to 
blame. The World fiercely attacked 
“Wall Street management.” Here is 
what the Financial World had to say 
about the matter: 


Chaotic as are the operating conditions 
on the New Haven Railroad, it is not diffi- 
cult to place the finger of blame exactly 
upon the source of this demoralization. Old 
rolling stock, antiquated wooden sleeping 
cars and a signal system which nowadays 
is to be found only upon small roads, where 
the traffic is not congested, answer the 
question as to what is at fault for the ter- 
rible loss of lives, seventy in all, which the 
New Haven has snuffed out within two 
years in its many railroad disasters. 

The system has economized like a 
pernicious miser in the operations of traffic 
and in the maintenance of its equipment, 
while it has poured out millions from its 
own resources and revenues in a blind 
eagerness to make complete its monopoly 
of the transportation by rail and water 
throughout the New England states. 

For steel cars, for a modern block sys- 
tem or for more help, so that its engineers 
need not work as they often did as long as 
twenty-one of the twenty-four hours in a 
day, the New Haven had no money to spare, 
but to Mr. Mellen, the complaisant directors 
were eager to allow $30,000 a year for doing 
nothing more than advise Howard Elliott, 
the new executive. They also favored a 
bonus to him because they were exceedingly 
sorrowful that his New Haven stock cost 


him $200 a share. 


* * * 


A London View of the 
U. S. Steel Corporation. 


A WRITER who signs himself “T. 

Good,” in the London /nvestor’s 
Chronicle, will probably not be consid- 
ered by the Steel Corporation’s officials 
as living up to his name. Some of his 
criticisms are at least partly justified, and 
his views are interesting as presenting 
a side of the story that rarely gets into 
print in America: 

It is questionable whether a single man 
outside the inner ring of the Trust’s direct- 
ors and officials knows what is meant by 
the monthly reports of so many million tons 
a ‘unfilled orders.” 

In 1908, compared with 1907, the output 
was 41 per cent. down. Prices were also 
down. ut in spite of that, and although 
the wages and salaries paid were only down 
25 per cent., which meant that the Trust 
was paying far more than in 1907 per ton 
of goods produced, it represented that its 
net earnings declined by only 31 per cent. 
How = that be so? If tonnage was 
down 41 per cent., but wages, etc., only 25 














WHICH WAY WILL THE CAT JUMP? 
—From Philadelphia Inquirer. 


per cent., coupled with a big drop in prices, 
surely the actual profits must have been 
down by 50 or 60 per cent. 

What we do know about the Trust, 
briefly, is this: That its manufacturing costs 
are far higher than they used to be, while 
the prices of its finished products are much 
lower, and will remain lower. The margin 
of real profit per ton in the American steel 
trade is nothing like what it was five, ten, 
or a dozen years ago, as we have recently 
pointed out at some length in these pages. 
We also know that its reserve fund is low, 
and getting lower—it shrunk by $20,000,000 
last year, in spite of issues of Ban 

The capital is, roughly, $1,500,000,000. 
Excluding the $500,000,000 as “water,” etc., 
and putting the actual value of the prop- 
erties at a round $1,000,000,000, at the very 
least 5 per cent per annum should be writ- 
ten off for depreciation on account of such 
rapidly wasting properties as mines and iron 
and steel plants. All sound and permanently 
established steel companies write off more 
than that. But we will put it at a modest 
5 per cent. for sake of illustration. That 
means that the Trust should write off $50,- 
000,000 a year for depreciation alone. But 
in only two years of its existence has it 
written off more than half as much! In the 
full twelve years of its existence the Trust 
has allowed for depreciation not more than 
one-third what prudent iron and steel pro- 
ducers consider necessary. 

The Trust, be it remembered, had the 
good fortune to acquire abselutely up-to- 
date plants. The concern is now in its 
thirteenth year. How much longer can the 
depreciation fund be starved, and the gen- 
eral accounts manipulated? That is a ques- 
tion of far more importance to investors in 
steels than all the questions of tariff revision 
atid steel trade prospects.—T. Goon. 


The point, of course, that this writer 
fails to bring out is that the company 
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has made big appropriations every year 
for building new plants and bringing old 
ones up to date. The amount of depre- 
ciation in any year is a question of fact, 
not of 5 per cent. a year or any other per 
cent. Expenditures out of earnings may 
even have increased the value of the 
plant during any year, so that it has ap- 
preciated instead of depreciating. On 
the whole, Mr. Good’s views are sug- 
gestive rather than final. 
* *, * 

Whatever Is Wrong, 

Blame It on “Scarcity 

of Capital.” 


HE Wall Street Journal, on the other 
hand, viewing the accident from 
the serene seclusion of its editorial sanc- 
tum, sees the fundamental cause in po- 
litical attacks on the railroads which 
prevent them from raising new capital 
Tt all depends on the point of view. Pay 
your money and take your choice: 


Doubtless there will be a large develop- 
ment of legislative energy, with such a 
tempting opportunity for the manufacture 
of political capital. But what is needed is 
an increase of the facilities of the railroads 
entering New York, and especially the New 
Haven. The multiplication of tracks can 
only be done by the raising of new capital. 
The underlying cause for inability to handle 
an enormous pressure of business without 
accident is the continued assults upon credit 
by politicians and notoriety seekers, which 
make the raising of new capital for neces- 
sary extensions almost an impossibility. 

If the state legislature will co-operate 


with the new management of the New 
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Haven to such an end, even this terrible 
sacrifice may not have been in vain. 
* * * 
New Light on the Question 
of Railway Accidents. 


I‘ is customary to figure the percentage 

of accidents on the basis of the num- 
ber of passengers carried. This makes 
American roads much more dangerous 
than European. But this doesn’t take 
into account the fact that in America 
each passenger rides many more miles 
than in Europe, where distances are 
short. If we figure on the basis of “pas- 
senger-miles’—or the number of pas- 
sengers multiplied by the miles each one 
travels—we find that travel in America 
is as safe as in Europe. 

The Annalist has reduced this to 
graphic form. and we reproduce the dia- 
gram herewith. It is certainly encour- 
aging to find that accidents are not 
really more numerous than formerly. 
The difference is that now we make 
more noise about them. Before the Gov- 
ernment began to take a hand in rail- 
roading, accidents were to a great ex- 
tent looked upon as an “Act of God.” 

* * ‘ 
The “Public-Be-Damned” 
Age of Railroading 
Gone Forever. 
T° any one who remembers the high- 
and-mighty attitude assumed by 
railroad men toward the public twenty 
years ago, their present condition of 


The Falling Rate of Mortality in American Railway Travel 
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“HANDS OFF! I HAVE HIM 
UNDER CONTROL.” 
—From Newark News. 


HUERTA: 





chastened humility is decidedly amusing. 
But their salaries are several times as 
large now, which ought to compensate 


for a partial loss of independence. 
The Literary Digest comments on re- 
cent developments as follows: 


The railway executive who disregards the 
wishes and the opinions of his traveling 
public is getting to be as old-fashioned as 


the red-flannel petticoat. He may not be 
totally extinct, but his type is rapidly being 
relegated to the place where good old 
wagons go when they break down. The 
wide-awake railroad president or general 
manager knows it is poor policy to allow 
his company to get on bad terms with the 
people who pay in the wherewithal, and he 
never neglects an opportunity to find out 
what his patrons think of the accommoda- 
tions he is giving them. One railway head 
recently hired a young man to do nothing 
but find out what the patrons are thinking 
about the service and to report to the main 
office of the company cases of negligence 
on the part of employees. The man in the 
new position is to the railway executive 
what “whiskers” are to the cat tribe. He 
is a feeler who warns when there is danger 
of getting “in bad” with the public. 
* * * 


The Government, 
the Workmen and 
the Stockholder. 


Not only are the big railroad men get- 

ting very much larger salaries, but 
the entire operating force earns much 
better wages than formerly. In the 
meantime the Interstate Commerce Com- 


425 


mission is sitting on the lid, so far as 
raising rates is concerned. Then the 
railroads’ borrowing on bonds has great- 
ly increased as compared with the 
amount of stocks outstanding, thus put- 
ting heavy interest charges ahead of the 
dividends on the stocks. In all this, 
where will the stockholder eventually 
land? That is the question that is puz- 
zling many owners of railroad stocks. 


Most people have probably forgotten that 
the railroads are still trying to forestall, or 
at least minimize, a wage advance demanded 
by the conductors and trainmen on the 
fifty-two Eastern roads. The Board of 
Arbitration named by the companies and 
the labor unions have not been sitting 
the summer, but will meet soon for or- 
ganization. If the men get their increase 
another impetus will be given the movement 
to get a general advance in freight rates. 
The tendency in recent years has been for 
labor to absorb more and more of the 
revenues of the railroads. In 1902 wages 
consumed 38.9 cents out of every dollar 
paid to the carriers. In 1912 labor got 43.9 
cents. In the ten years following 1902 the 
total operating revenues of all railroads in 
this country increased 64.6 per cent., while 
operating costs increased 75.5 per cent., and 
wages 84.9 per cent. At that rate wages 
would finally absorb the entire margin of 
profit if not checked by an increase in rates 
or wholesale reductions in the number of 
men engaged in the transportation business. 

* * * 
Subway Real Estate Boom 


Fails to Arrive. 


THs magazine was the only publica- 

tion, so far as we know, to point 
out a year or more ago that the building 
of the new subways could not possibly 
create any such boom in lots along the 
lines as occurred when the present sub- 
way was constructed, owing to the vast 
extent of the new system, which would 
far exceed the immediate needs of pop- 
ulation. 

Real estate men have been disappoint- 
ed and are endeavoring to account for 
the situation by the stupidity of the 
public, etc. Says the New York Times: 
_ That the predicted and much-talked-of boom 
in realty values along the lines of the new 
dual subway system has not arrived, and is, 
apparently, as far off as it was before the 
first. contract was signed has occasioned 
much discussion in realty circles. 

A number of scattering sales have been 
made and operators and speculators have 
secured some valuable corners, but there 
has been no active trading at advanced 
prices, such as was looked ter. 
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There has been a sharp falling off in 
building expenditures in New York 
City, the total for the first half of this 
year being 31 per cent. less than 1912, 
and 43 per cent. less than 1909. This 
is partly due to the fact that building of 
expensive steel skyscrapers was rather 
overdone a few years ago. The Building 
Department recently gave out an inter- 
esting table classifying the city’s build- 
ings by height: 


Six stories or less 

Seven to ten stories 

Eleven, twelve and thirteen stories. 
Fourteen to twenty stories 
Twenty-one to thirty stories 
Thirty-one to forty stories 
Forty-one to fifty stories........... 
Over fifty stories 


92,749 


Another thing that we took up several 
years ago when real estate debenture 
bonds were having a run of popularity, 
was the necessity of very careful dis- 
crimination in the purchase of that class 
of securities. Now the legislature is dis- 
cussing the matter: 


The series of defaults in debentures issued 
against real estate in and adjacent to 
Greater New York, which have caused 
losses reaching into many millions of dol- 
lars, chiefly to small investors who can least 
afford to lose, have brought about attempts 
to provide a legal remedy. Bills have been 
presented to the Legislature, but, unfortu- 
nately, they have made but little progress. 


* * * 


“Overproduction of the 
Means of Production” and 
Industrial Crises. 


ITH the better tone of the markets, 
talk about the possibility of a 
crisis this fall has very naturally ceased. 
As an abstract question, however, the 
topic of the fundamental cause of the in- 
dustrial crisis is always interesting. 
There can be no doubt that some cause 
exists, other than mere accident, for the 
recurrence of crises at intervals which 
show some degree of regularity. 

Joshua Wanhope, writing in the New 
York Call, finds this cause in the “over- 
production of the means of production” ; 
that is, too large a part of the labor of 
the world is engaged, not in making 
commodities for immediate use, but in 
making the machinery for producing, 
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manufacturing, and transporting more 
commodities for future use. This con- 
dition soon results in an overproduction 
of such machinery, followed by a period 
of idleness for the workmen previously 
engaged in making it: 


For the past twenty years, perhaps the 
largest part of the labor power expended 
by the workers has been expended upon 
bringing into existence, not directly con- 
sumable commodities, but means of produc- 
tion—material for producing these com- 
modities. The entire productive plant of 
the nation has been built and rebuilt again 
during that time. Vast masses of old ma- 
chinery of production have been scrapped, 
and again and again new machinery of far 
greater productive power has taken its place. 
Again and again this process took place, 
in fact, it may be said to be a. continuous 
process. The majority of workers found 
employment in producing this means of pro- 
duction; the minority only were employed 
in producing commodities for direct con- 
sumption. 

Modern industrial crises are natural, not 
artificial. 

They are the result of overproduction, but 
this term must be understood in its widest 
application, as it has been treated in the 
foregoing observations. 

No capitalist, group of capitalists or all 
capitalists combined, can avert industrial 
depressions, and conversely, no capitalist, 
group of capitalists or all capitalists com- 
bined can create it. 

The power of the capitalist in this matter 
is altogether illusory. 

The basic cause of the industrial crisis 
lies in the sphere of production, not in that 
of circulation. 

The “financial panic” has no necessary 
vital connection with the industrial depres- 
sion. It may be mitigated or perhaps 
obviated by currency reforms and the im- 
provement of banking systems, but even so, 
this will have no effect whatever in avert- 
ing or creating industrial depression. 

No juggling with money or credit can 
prevent industrial crises. 


* * * 


A Practical Suggestion. 


John R. Dos Passos, whose opinion is cer- 
tainly worth considering, recommends bi- 
monthly settlements on the Stock Exchange, 
as in London: 

“The benefits would be these: First, the 
funds of the banks would not be used daily 
for speculative purposes; second, high and 
fluctuating rates of interest would never pre- 
vail; third, the corporations would be re 
lieved of the labor and expense of daily trans- 
fers; fourth, brokers would be relieved from 
borrowing vast sums of money; their busi- 
ness could be conducted with less capital and 
greater dimension.” 














Tariff Reduction and Security Values 


By BYRON W. HOLT, 
Chairman Tariff Reform Committee of the Reform Club 








[In his previous articles in this magazine, Mr. Holt predicted the new tariff rates 
with remarkable accuracy. The present article summarizes the results of the bill as 


passed by the Senate.—Editor.] 


HE extra session of Congress, now 
T nearing an end at Washington, 
has proceeded along the lines that 
I suggested in a series of articles in the 
January, February and May (1913) 
numbers of THE MAGAZINE OF WALL 
STREET. The most important predic- 
tions then made were as follows: 

(1)—That the extra session would 
consider two great economic questions 
—the tariff and banking and currency. 

(2)—That both of these subjects 
would be dealt with in a somewhat 
drastic way. 

(3)—That, contrary to Wall Street’s 
expectation, the tariff bill would be 
more, rather than less, drastic, after it 
passed the Senate. 

(4)—That the income tax would be- 
come constitutional and would make it 
easier to drop or reduce tariff-for- 
revenue duties. 

(5)—That but few Democratic sena- 
tors would (with popular election of 
senators) dare to vote against the Demo- 
cratic tariff measure and that some Re- 
publican Progressives (including Sena- 
tor La Follette) would probably vote 
for the Democratic tariff bill. 

These predictions have so far, been 
fulfilled almost to the letter. The tariff 
bill that is now in the Conference Com- 
mittee of the House and Senate and that 
will probably become law by or before 
October 1 is even more drastic than I 
expected it would be, especially as to its 
income tax features. Two Democratic 
senators (both from Louisiana) voted 
against the bill and two Republican Pro- 
— (La. Foltette and Poindexter) 
or it. 

I may mention also that the banking 
and currency bill which has passed the 
House follows closely the plan suggested 
in the May MaGaziIne oF WALL STREET. 
On this subject, I wish now to predict 


that, notwithstanding the open fight that 
the national banks are making against 
the banking and currency bill it will, 
within a few months, become law and 
will be more, rather than less, drastic 
than it now is. It will greatly disturb 
Wall Street. Moreover, but few of the 
national banks will make good their 
threats to give up their national char- 
ters. President Wilson is just as stren- 
uously back of this bill as he is back of 
the tariff bill. He is the President and 
is doing the driving at Washington. 
REVOLUTIONARY TARIFF MEASURES. 


The Underwood-Simmons tariff bill is 
easily the most revolutionary tariff 
measure since the Civil war. At one 
step it cuts off fully one-half of all of 
the “protection” that has been grafted 
onto our tariff laws. Under the new 
bill clothing will be materially cheaper. 
Food would have been somewhat 
cheaper had we had, this year, average 
crops instead of crops that are fully 10 
per cent. below normal. Poor crops 
may lead to industrial and economic 
troubles that will be charged to the new 
tariff. 

Bradstreet’s of September 13 says: 

“Calculations made at Washington in- 
dicate that in its present shape the 
(tariff) bill effects a reduction of 28 
per cent. from the rates in the existing 
tariff law and of about 4 per cent. from 
the rates in the House measure.” 

It is estimated that the additions to 
the free list made by the Senate will re- 
duce the anticipated revenue by $44,- 
000,000. Some of the more important 
articles made free by the Senate bill are 
cattle, sheep, wheat, pig iron, spiegel- 
eisen, ferro-manganese, wrought iron, 
steel ingots, blooms and slabs, cast iron 
pipe, cement, flax and hemp, furs, 
Angora goat hair, gun powder, etc. 

This loss of revenue and the loss of 
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about $100,000,000 more from the 
House bill will be made up largely from 
the income tax. It is probable that the 
doubling of the duty (10 per cent. to 20 
per cent.) on diamonds will decrease 
rather than increase the revenue from 
this source. It is probable that the 
House will not agree to the proposed 
duty of one-tenth of a cent per pound on 
bananas, estimated to yield about $2,- 
000,000 in revenue. 

The removal of about half of the pro- 
tection in our tariff will much weaken 
and cripple some of our great corpora- 
tions. In the January and February 
numbers of this magazine, I estimated 
the probable losses, from lower duties, 
to some of the more important of our 
protected. corporations and the probable 
effect upon the prices of the stocks of 
these corporations. I see no reason to 
lower any of these estimates. I do not 
think that the present prices of these 
stocks have, in many cases, fully dis- 
counted the probable loss of earnings. 
In most instances, however, only time 
can tell how great will be the actual 
losses, after deducting the compensating 
gains from increased consumption of 
goods, lower cost of production, etc. 

IRON AND STEEL STOCKS. 


Because of the lower duties on iron 
and steel, in the Senate than in the 
House bill, I would increase my former 
estimates of the tariff losses to the more 
important of the steel corporations. I 
would increase the loss to the United 
States Steel Corporation from $31,180,- 
276 to about $40,000,000 a year. I do 
not expect the net profits of this giant 
corporation to average more than 
$80,000,000 a year for the next five 
years, even if this trust is not broken 
into comparatively small pieces by the 
Supreme Court and the Interstate Com- 
merce Commission. I, therefore, do not 
expect the present 5 per cent. dividend 
to continue even one year longer. 

I expect to see Steel common selling 
below 40 before the end of 1914. I do 
not think that the Steel Trust can—even 
if it were permitted to do so—save itself 
by international agreements with its 
foreign competitors. Instead of new 
agreements I expect to see the present 
ones go to pieces, under reduced duties 
on steel. 


——— 
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In future, our steel manufacturers will 
have to fight to hold their own markets. 
This they are able to do, as they can 
produce most kinds of steel products 
cheaper than can their foreign competi- 
tors. Prices must, however, come 
down. They have, in fact, declined 
materially (about $3 a ton) during the 
past three months and in anticipation of 
coming free steel rails, wire, ingots etc., 
and greatly reduced duties on other steel 
products. 

Prices in Germany are declining 
rather sharply because of a falling off in 
industry there and the Germans are pre- 
paring to sell steel products in this 
country after the passing of our new 
tariff bill, On this subject the Wall 
Street Journal of September 12 said: 

“Several of the leading foreign 
makers of steel and pig iron have already 
established connections in this country 
for the sale of their product, the Ger- 
mans being especially active in this line. 
In some cases free samples are being 
offered of sufficient size for customers 
to thoroughly try out the foreign 
product and compare it with that made 
in this country. Foreign producers of 
wire and nails can lay their product on 
the Gulf coast or the Atlantic seaboard 
at considerably less than current Ameri- 
can prices, and with the foreign market 
in its present condition it is safe to say 
that foreigners will make a strong bid 
for business on this side at once. While 
prices for European steel and iron, espe- 
cially the leading products, are lower 
than those ruling in this country, it 
must be remembered that with the ex- 
ception of the seaboard territory there 
is a heavy freight rate from the coast to 
the interior, which in some cases will 
more than offset the saving in the duties 
by foreign shippers.” 

The attitude of the manufacturers is 
stated by one manufacturer, who says: 

“We are going to have a revision and 
will have to put up with it. If the pres- 
ent state of steel markets in Europe con- 
tinues I have not the slightest doubt but 
that we will have to meet foreign com- 
petition. However, this country has 
made considerable inroads into the steel 
trade in other countries, and I feel that 
after the first plunge we will be able to 
stand the shock.” 








TARIFF REDUCTION AND SECURITY VALUES. 


While such companies as the Bethle- 
hem and Pennsylvania will gain some- 
thing from free ore and ferro-man- 
ganese, they will probably gain far less 
than they will lose by reduced duties on 
their products. 

I would not recommend the purchase 
of the stocks of any of the leading steel 
companies, at their present prices, even 
if I thought that general business would 
continue fairly prosperous for another 
year—as it is not likely to do. Tight 
money, poor crops, general extravagance 
and discontent are likely soon to lead to 
business depression. 


THE SUGAR STOCKS, 


Next to the steel, the stocks that will, 
perhaps, be most affected by the new 
tariff law are those of the sugar pro- 
ducing and refining companies. The 


sugar producing companies, both beet 
and cane, will suffer most severely. In 
fact, it is probable that when sugar be- 
comes absolutely free (May 1, 1916) 
both of these industries will largely dis- 
appear from the United States proper. 


This statement is in harmony with the 
conclusion reached by Mr. Lawrence 
Chamberlain in his searching article on 
“Sugar and the Tariff” in the April 
(1913) MaGazIneE OF WALL STREET. 

While the production of cane sugar 
will continue in Porto Rico, Hawaii and 
the Philippines, the excessive profits of 
the last few years will disappear. A 
difference of more than $30 a ton will 
vastly decrease the profits of raising 
both cane and beet sugar either in con- 
tinental or insular United States. The 
loss to all producers will be about $50,- 
000,000 a year. This loss will fall 
heaviest on the owners of the sugar 
lands, many of whom are individuals. 

The two important companies whose 
stocks will lose most by free sugar are 
those of the American Beet Sugar Com- 
pany and the American Sugar Refining 
Company—the latter, because, directly 
or indirectly, it owns about half of the 
beet sugar companies in this country. 
While the common stocks of both of 
these companies have declined mate- 
rially, this year, and have discounted 
much of their prospective losses, I be- 
lieve they will decline much further. 

It is true that the present duty of 1.68 
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cents per pound on 96 degrees raw sugar 
will remain until March 1, 1914, when 
the rate will be reduced 25 per cent., or 
to 1.25 cents per pound, where it will 
remain until May 1, 1916, when sugar 
will be free. Nearly all of our dutiable 
sugar comes from Cuba and pays only 
1.348 cents a pound. On March 1, next, 
this rate will be lowered to 1.01 cents. 

Partly because of Cuba’s large crop of 
sugar, this year, the price of granulated 
sugar, in New York, sold as low as 4.3 
cents a pound last spring. This is the 
lowest price recorded for 10 or 15 years. 
During July and August, the months of 
greatest consumption, the price was 4.7 
cents. It is now 4.6 cents for cane 
sugar. Beet sugar is now quoted at 
4.55 cents. It will probably go lower as 
both the beet and cane sugar people will 
try to dispose of as much of their supply 
as possible before next March. The out- 
look for net earnings for the sugar com- 
panies is, therefore, not bright this year 
and is decidedly poor for future years. 

Under these circumstances, I do not 
think that American Beet Sugar com- 
mon is worth $10 a share and I expect to 
see American Sugar Refining common 
below 80 before 1917. 

I see no reason to change my esti- 
mates of the probable effects of tariff 
changes on the values of most other in- 
dustrial stocks mentioned in my former 
articles. The important stocks that will 
probably be hit hardest by these changes 
are American Smelting & Refining, 
National Lead, American Woolen, Corn 
Products Refining, Intercontinental 
Rubber, International Paper, National 
Biscuit, American Malting, American 
Writing Paper, National Enameling & 
Stamping, Underwood Typewriter, 
Union Typewriter, Union Bag & Paper, 
American Thread, Diamond Match, 
Crex Carpet, United Shoe Machinery 
and Central Leather. 

While it is conceivable that business 
will expand sharply under the stimulus 
of lower duties and lower cost of liv- 
ing—for clothing and building materials, 
at least—I am strongly of the opinion 
that any considerable improvement will 
be short-lived. Financial conditions do 
not permit of much or prolonged im- 
provement until there has been a more 
general liquidation. 











How John D. Rockefeller Operates 


By AN OBSERVER 








speculator. Years ago, having suc- 

ceeded in building Standard Oil 
into a highly efficient money-making ma- 
chine, he retired from active business 
a physical wreck. And having then 
amassed more millions than many of 
us will ever dream of, he devoted what 
energy remained to the restoration of 
his health. Careful attention to diet, 
freedom from the nerve-racking strain 
of business, fresh air and exercise, with 
a doctor always beside him to advise, 
gradually evolved a vigorous body, a 
clear head and a greatly prolonged 
life. John D. usually gets what he 


Js D. is both an investor and a 


goes after. ; 

Standard Oil, born of him and 
nursed and guided into manhood by 
him, has always been the medium of 


his largest investments. Before its 
dissolution, such facts and figures as 
came to light always disclosed him as 
the holder of thousands of shares. 
Since the big split-up some of the 
subsidiaries have multiplied by thous- 
ands in market value, adding enor- 
mously to his former fortune. Few 
outside his closest associates and the 
officers of Standard Oil know just 
what his total Oil holdings are, for the 
names of a rich man’s secretaries are 
often used to disguise the true posi- 
tion, dividend checks being endorsed 
over when received. 


Down at 26 Broadway nearly thirty 
men devote their energies to the 
analysis of investment propositions for 
John D. and the other Rockefellers. 
An acknowledged family trait is, 
“Never let a business day close with- 
out your extracting the last possible 
dollar of profit from it.” And so the 
flood of gold that pours ceaselessly 
into the Rockefeller coffers is put to 
work again so that each dollar will 
breed more dollars and these dollars 
still more. Even the so-called “idle 
funds” which may be awaiting a more 
favorable opportunity, or a _ stock 


market bargain day, are loaned out on 
Wall Street on time or call, so that the 
loss of income is reduced to a 
minimum. 

Outside his pet stock, Mr. Rocke- 
feller’s investment funds seek channels 
where flow the necessities of life. 
Kerosene succeeded the tallow candle, 
lighted mankind’s evening hours, and 
thus prolonged the pleasurable part of 
his day. Oil became a necessity to 
him. Gas succeeded oil for both 
lighting and cooking, and as much gas 
is manufactured from oil, there was a 
double reason for some of the oil 
profits to seek the gas field. 

* * * 


JOHN D. does ‘not shine especially 

as an investor in the general run 
of securities. On the contrary, he is 
one of the greatest systematic specu- 
lators of our time. He does not come 
down to Wall Street, hang over a 
ticker day after day, basing his opera- 
tions on developments of the moment. 
In conversation, not long ago, he said 
“I cannot judge the market well if I get 
too close. I must get away from it. 
I need perspective.” 

All of Mr. Rockefeller’s campaigns 
are based on the great broad move- 
ments of prices. He does not, except 
in rare instances, buy today and sell 
next week. One of these exceptional 
cases was when Steel common broke 
to 50 on the announcement of the gov- 
ernment’s dissolution suit. A twenty- 
dollar decline in a few days, and the 
promised co-operation of J. P. Morgan 
were enough to lead the aged specula- 
tor to open his purse to the extent of a 
couple of hundred thousand shares. 
These he procured in the low fifties, 
and in a remarkably short time sold 
them to the shorts at ten to fifteen 
dollars a share profit. 

A ten per cent. profit appeals to 
him more than the ten per cent. per 
annum which Steel costing 50 would 
return; for he is primarily a specula- 
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tor and the yearly income from a stock 
interests him only in a secondary way 
—it pays his money’s board while the 
funds are waiting for a really remu- 
nerative job. 

One can easily understand why the 
legal interest rate is not his objective 
point: As a young man he saved, ac- 
quired a small capital, made it grow, 
borrowed more, and took chances with 
it. In sporting parlance, he “won 
big.” He made his money multiply 
thousands per cent., and then multi- 
plied his profits in the same ratio. 

Had Mr. Rockefeller been content 
with six per cent., he would probably 
never have been singled out of this 
country’s flock of millionaires. But 
his concentration on the one vital 
point was so intense that it made him 
carve out the short cut to his desire. 
The signboard on his road said “Make 
it return twenty, fifty, a hundred per 
cent,” 


* * * 


L ONG ago, John D. Rockefeller 


realized the advantage of having 
a large supply of cash when everybody 
was short of it. Not only did this en- 
able him to buy stocks cheaply, but 
also ore lands, coal mines, steamships, 
and the refineries of hard-pressed 
competitors. 

A Standard Oil slogan was “Busi- 
ness is War,” so Rockefeller prepared 
for war by providing the sinews of 
war. Disagreeing with some of his 
critics who quoted “The love of money 
is the root of all evil,” he said, “Give 
me plenty of the root.” 

A little incident which occurred in 
Germany illustrates his shrewdness in 
buying: In a shop window he saw a 
very handsome bible cover of engraved 
silver. He went in and inquired the 
price. 

“One hundred marks,” the shop- 
keeper said. 

“I will give you fifty,” responded 
Mr. Rockefeller. 

The offer was refused, but the next 
day the would-be purchaser returned 
and renewed his offer. The shop- 
keeper weakened a _little—“‘Ninety 
marks” would buy it. 

“No,” said John D., “I'll give you 
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fifty.” But he went away without the 
bible cover. 

On the following day he again ap- 
peared and said to the shopkeeper, “I 
am about to take a train. My wife is 
waiting for me in that carriage out- 
side. I have here fifty marks.” He 
counted them out before the shop- 
keeper’s eyes. “Now if you want to 
sell that cover I will give you these 
fifty marks but no more, and if I go 
out that door you will never see me 
again. I am going out of the country. 
What do you wish to do about it?” 

He got the bible cover. 

You may say “What other man with 
hundreds of millions would haggle like 
that over a few dollars?” Plenty of 
them. I have known the late Russell 
Sage to refuse to trade on a matter 
involving $200 until he was won over 
by the present of a rosy cheeked apple. 
And did not James R. Keene often in- 
vite a group of gentlemen into his 
office, and in their presence send a boy 
downstairs for one cigar? That’s how 
they got their millions—by fighting 
for every cent and then squeezing it till 
the Indian’s feathers stood up. Lots of 
us wouldn’t want millions if we had to 
get them that way, but we must in our 
hearts admire the accumulative ability 
of the man who does want them that 
way and gets them. Wouldn’t you rather 
be an expert money maker than, a 
mediocre something else? 

” * * 

HE incident shows us how his buy- 
ing is conducted. The man with 
goods to sell is at a great disadvantage 
to the cash buyer. The seller of com- 
modities can’t eat or spend them; he 
must exchange them for cash. Our 
Standard Oil Croesus waits months 
and years for his opportunity. Others 
may crowd into the market place and 
outbid each other. He waits quietly. 
His income, which mathematicians 
have figured out per minute and per 
hour, piles up faster than any of these 
gentry have calculated, and often 
while it is accumulating the necessi- 
ties of the would-be seller so increase 
that a much better bargain (for Mr. 
R.) can be made. His purchase of the 
Lake Superior Iron Mines was one of 

many such cases. 
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No cat ever waited more patiently 
at a mousehole than does our friend 
watch the opening from which a bar- 
gain is likely to appear, for no one 
knows better than he that “Well 
bought is half sold.” That is why, in 
times of panic, Mr. Rockefeller is a 
very busy person. While investors 
and speculators are hysterically part- 
ing with their property, he is found 
holding the bag. And a big bag it is 
too. A guard in one of the safe de- 
posit vaults where Mr. Rockefeller 
stores his certificates called his safe “a 
young room and it’s full, too.” This 
was soon after the 1903 panic. None 
but a man who has previously pro- 
vided ample cash can revel in a finan- 
cial hay mow at such a time. 

John D. Rockefeller is probably the 
greatest what Wall Street calls “scale- 
player” in the world. For the benefit 
of the uninitiated we will say that he 
who buys or sells on a scale purchases 
his first lot of stock at a certain price 
and an additional lot every one, two or 
five dollars cheaper. If he regards a 
stock a bargain at $90 per share, it 
becomes more and more desirable at 
$85, $80, $75, etc. When prices ad- 
vance to the point where stock begins 
to look a little high, he commences 
selling at say $120, $125, $130, etc., or 
at $120, $121, $122, etc. 

Zhe fundamental reason for this 
plan is, he does not know (nor does 
anyone on earth) how low or how 
high a movement will go when it once 
starts. So he spreads his money out, 
as it were,.so that no matter where a 
bull or a bear market culminates, he 
practically sells up to the highest and 
buys down to the lowest prices recorded. 


* * * 


LTHOUGH to the outside world 

Mr. Rockefeller’s interests seem 

to centre in golf, he is scarcely ever 
out of touch with the market. When 
Winter drives him South for his golf, 
you will see him stroll into a broker’s 
office between rounds and pick up two 
or three thousand Union Pacific or 
some of his other favorites. With his 
vast income there is no necessity for 
financing. He simply instructs the 
broker to “have it delivered to 26 


Broadway to morrow and get a check 
for it.” 

This process may go on for months, 
when, having acquired a line of stocks 
running inte the hundreds of -thou- 
sands of shares, he is well prepared for 
the rise which always follows a period 
of low prices. As the market begins 
to approach the point where he is to 
commence unloading, he makes his 
preparations so that his campaigns 
may be completed with the greatest 
ease, dispatch and secrecy. 

A private telegraph wire 1s installed 
between New York and Tarrytown. 
One end of it is in the library of the 
house in the Pocantico Hills, and the 
other in the office of a prominent 
Broadway brokerage house. 

Breakfast over, Mr. Rockefeller 
settles himself in his easy chair and 
carefully goes over the newspapers 
and financial publications, digesting all 
the facts and crystallizing them into an 
opinion of the situation. In _ the 


library the telegrapher is busy at the 


wire. The door opens, but the oper- 
ator does not hear it. Then, seem- 
ingly out of the air, there comes a 
quiet “Good morning,” and the oper- 
ator looks around to see the oil mag- 
nate in the act of turning off an 
incandescent light, unnecessarily left 
burning over a desk. There is no 
waste in Mr. Rockefeller’s makeup. 

The London prices and other tele- 
graphic news being scanned, his valet 
is summoned (not a secretary or a 
manager), the day’s orders are given. 
This done, Mr. Rockefeller hies him- 
self away to the golf links, and noth- 
ing more is seen of him till after the 
market has closed. 


All through the five hour session the 
market’s fluctuations are flashed over the 
wire and at the proper time his orders, in 
private code, are wired in to the broker- 
age house for execution. 


If the market advances far enough 
all his day’s orders will have been 
executed. And this process is con- 
tinued day after day until the entire 
campaign is over; then he finds him- 
self armed with his original capital, 
together with profits and accrued 
regular income. With all of these 
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millions he awaits another period of 
low prices. 
. * * * 
HERE we have a picture of the 
world’s greatest speculator—a 
very old, but still a very able, ener- 
getic and clear-headed man. His 
market operations form the greater 
part of his business and financial ac- 
tivities. Successful trading, like golf, 
is a game that lasts a man all his life, 
onée he masters it; but not everyone 
can follow the market with the same 
patience, persistence and with such a 
well defined plan as the Standard Oil 
magnate. The method is simple, but 
to the ordinary man the real difficulty 
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is in avoiding temptation to be in the 
market more or less continuously. 

As to the ethical side of these oper- 
ations, there is plenty of evidence 
that all these millions, gathered from 
the oil industry and the Stock Ex- 
change, will be returned to mankind in 
another and highly beneficial form. 
However we may oppose some of the 
methods previously used in their ac- 
quisition, we cannot withhold admira- 
tion for the great breadth of human 
interest shown in the purposes of the 
Rockefeller Foundation, through 
which it is proposed to help and uplift 
the human race of all times, without 
regard to race, color or religion. 





How Will the World's Capital Be Replenished? 


The Process by Which New Funds Are Accumulated 
By WILLIAM T. CONNORS. 








E have become very familiar, 

W within a year or two, with the 

phrase, “Exhaustion of the 

world’s capital.” It is worth while in- 

quiring in what sense capital has become 

exhausted, how it came to be so, and 
how it is to be replenished. 

For civilization, in all its most essen- 
tial material features, is based on the ac- 
cumulation of capital. The glory that 
was Greece and the grandeur that was 
Rome were founded on the tribute 
wrung from subjugated peoples. To 
State the case in an almost offensively 
practical way, you can’t build a Par- 
thenon until you can save money enough 
to pay for it, and Pericles couldn’t do it 
any better than you can. 

In the same way, all the material 
achievements of which America is so 
proud have to be preceded by the accu- 
mulation of the necessary capital with 
which to finance them. If capital should 
cease to accumulate, we should soon find 
ourselves face to face with a decaying 
civilization. 

The Panama Canal, our beautiful park 
systems, national and municipal, our art 


galleries and our zoos, and our splendid 
roadways, our costly and occasionally im- 
pressive business architecture, our great 
factories and our wonderful railway 
systems, our public schools, free concerts 
and municipal play-grounds—are all pos- 
sible only because somebody has first ac- 
cumulated the capital to pay -for them. 
True, the nation, state, or city may bor- 
row money for these purposes, but some- 
body must have accumulated before it is 
in existence to be borrowed. 

A dearth of capital becomes a most se- 
rious matter. It means that a check 
must be administered to the advance of 
civilization. 


DESTRUCTION OF CAPITAL BY WAR, 


We have just had a terrible example 
of the destruction of capital in war. In 
the two Balkan wars—the first between 
the allies on one side and Turkey on the 
other, and the second among the allies 
themselves—approximately $1,250,000,- 
000 were dissipated. In this the esti- 
mates of the Italian War Office and of 
the British War Office substantially 
agree. 
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Moreover, at least 350,000 lives were 
lost, while the number of persons wound- 
ed or rendered unfit for work by illness 
can only be guessed at. The money value 
of the productive capacity of the thou- 
sands of persons thus sacrificed certainly 
could not be estimated at less than an- 
other billion and a-quarter dollars. 

Then Roumania has expended $60,- 
000,000 or more, and Russia and Aus- 
tria something like $100,000,000 each for 
armaments and mobilization. Germany 
plans to borrow about $250,000,000 for 
war expenditures and to increase its 
standing army by 136,000 men; France 
will borrow $125,000,000, with big in- 
creases in war taxes also, and the term 
of service in the French army has been 
increased from 24 months to 32 months, 
thus withdrawing every young man from 
productive industry for another eight 
months in addition to the two years’ 
service previously required. 

War expenditures represent capital 


simply burned up—gone for good. But 
a similar effect may be produced by the 
investment of capital in ways that will 


make it non-productive for some years. 
For example, the flood of money that is 
to be poured into the New York subways 
will not begin to bring in any returns 
for at least five years, and the probabil- 
ity is that the rate of interest earned for 
the following ten years will be small. 
So far as present conditions are con- 
cerned, all this capital is buried. 

And what is going on in New York 
is being paralleled by almost every city, 
state and nation. Great public improve- 
ments are everywhere in progress—on 
borrowed money—thus not only using 
up capital, but leaving an annual inter- 
est charge behind them to be made up 
by increased taxation. 

The public temper seems to be ex- 
pressed in the words, “Why save money 
when you can borrow it? And why go 
without what you want when you can 
borrow the money to get it?” 

An amusing instance of this was the 
recent vote of the picturesque old town 
of San Antonio, Texas, for a bond issue 
of $3,750,000. One of the principal pa- 
pers issued a jubilee edition, saying in 
big type: 

Friday was red letter day in San Antonio’s 
history. It marked the beginning of a new 
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era, the sweep of progress that will be felt 
almost immediately. No more splendid tribute 
to the faith, the unshakeable belief in the future 
of the city, could be found than is expressed 
in the overwhelming vote by which the citizens 
of San Antonio took the right road at the 
parting of the ways. Through every artery 
of civic life, coursing through every channel 
and avenue of activity, comes the electric spur 
of the new era. Favored by nature above 
other cities, occupying a point of vantage un- 
surpassed, San Antonio only needed recogni- 
tion on the part of its citizens to attain that 
position where its greater growth is as certain 
as it is that the sun will rise tomorrow. 

The new spirit in the people of San Antonio 
has developed, and it is leaving its old nest. 
It is crying loudly that “The best is none too 
good for San Antonio!” 

That seems to be the feeling every- 
where—“The best is none too good if 
we can borrow the money to buy it.” In 
June last, various municipalities offered 
$61,000,000 of securities, of which they 
were able to sell only $36,000,000, buyers 
refusing the other $25,000,000. Then on 
top of that, the municipalities borrowed 
$58,000,000 on their notes. 

“In the last six or eight years,” says 
Newman Erb, “the railroads have spent 
$500,000,000—yes, more than that—on 
passenger terminals which have not in- 
creased earnings one dollar. -Every pas- 
senger who walks through one of the 
large Eastern terminals I’m thinking of, 
costs the company at least 40, and may 
be 50 cents.” 

All this sort of thing brings the same 
result, so far as the world’s capital is 
concerned—expenditures in ways that 
will be non-productive, either temporari- 
ly or permanently, thus depleting the 
total capital fund. 

The same principle applies to personal 
expenditures. Pleasure automobiles have 
absorbed many millions of dollars of cap- 
ital during the last few years, a part of 
which would otherwise have been turned 
into productive channels. Borrowing 
money on life insurance policies is grow- 
ing with startling rapidity, and must cer- 
tainly be accepted as an evidence of in- 
creasing extravagance. 

WHERE CAPITAL COMES FROM. 

The old-line economists used to tell 
us that land, labor and capital are al! 
necessary for the production of wealth. 
While this is true enough in a general 
way, it is entirely possible to produce 
wealth by labor alone, without enough 
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land or capital to be worth mentioning. 

The boy who fishes off a bridge and 
gets a good string of bullheads has pro- 
duced wealth, for the fish were worth 
nothing in the stream, but have a definite 
value after they are caught. Yet he in- 
vested his labor alone, without using 
either land or capital in any common 
sense meaning of those terms. The or- 
dinary factory uses labor and capital, but 
only needs land enough for the building 
to stand on. 

It is plain that the human race had to 
begin the production of wealth with only 
land and labor. So all capital was ia the 
first place the product of labor. That 
condition is hardly changed today. Cap- 
ital is used to increase the productiveness 
of labor and the capitalist receives inter- 
est in payment for such use. In the same 
way labor must make use of land and is 
obliged to pay the land owner. But la- 
bor is the essential and important ele- 
ment in the production of wealth, and 
therefore in increasing the world’s cap- 
ital. 

So while war, waste, extravagance 
and unproductive investments are con- 
stantly depleting the world’s capital, the 
labor of the world is busy replacing what 
has been destroyed. And according as 
the replacement is faster or slower than 
the destruction, we have an accumulation 
of capital or a dearth of it. 

Because nature has so large a part in 
the growing of crops, it is common to 
speak of the crops as “new wealth” 
drawn from the soil, as if it were to be 
added to the wealth already on hand. But 
of course one crop is largely consumed 
in the production of the next. The 
farmer gets the money for his crops ana 
spends most of it, thus keeping the ma- 
chinery of trade in motion; but the only 
real “new wealth” that results is the cap- 
ital that the farmer saves and invests or 
puts in the savings bank or uses to in- 
crease the productiveness of his farm. 

The workman who by his labor and 
skill converts some pieces of leather into 
a shoe is just as surely creating wealth 
as the farmer who grows corn. The 
workman has added value to the leather, 
thereby increasing the wealth of the 
world. But he does not increase the 
world’s capital unless he saves something 
above his spendings, 
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The poor can accumulate even a small 
amount of capital only by economy and 
thrift, but it is almost impossible for the 
rich to avoid accumulating. Carnegie 
couldn’t spend all his income in purely 
unproductive channels if he were to de- 
vote all his time, thought and ingenuity 
to the task. It is an absolute necessity 
for him to reinvest a large part of his 
income, thereby increasing the world’s 
capital. 

The same is true of all whose incomes 
are larger than their wants, and the nun:- 
ber of these in the aggregate is legion. 
One puts aside money for the education 
of a daughter, another to provide for old 
age, another in order to become wealthy ; 
but in each case the money will be put 
to work earning interest, which means 
(in nearly all cases) that it becomes a 
part of the world’s capital. 

Equally important with individual sav- 
ings or surplus income is the increase in 
capital which results from the policies of 
corporations. Very few companies pay 
out all their earnings in dividends on 
their stock. The rule is to apply a part 
of the earnings each year to improve- 
ments, additions, or new constructivn. 
All earnings thus reinvested by the com- 
pany before the declaration of dividends, 
go to increase the world’s capital just as 
surely as though thev had first passed 
through the hands of the stockholders 
and had then been reinvested in new 
bonds or stocks, or had been put into 
banks or other institutions. 

The United States Steel Corporation, 
for example, has during the last dozen 
vears turned back into the property in 
various ways more than $500.000,000, 
the greater part of which must certairly 
be reckoned as increasing the working 
capital of the world. The record of the 
International Harvester Company is sim- 
ilar, and practically all prosperous cor- 
porations adopt the same policy. 

The Pennsylvania Railroad has made 
it a rule to put a dollar back into the road 
for every dollar paid out in dividends. 
This means that half its earnings be- 
come capital without ever reaching the 
stockholder, and unquestionably a very 
large part of the money actually paid out 
as dividends is saved or reinvested, thus 
further swelling the volume of capital. 
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MISTAKEN IDEAS ABOUT CAPITAL. 


One of the commonest errors is to 
count refunding operations as demands 
for capital. For example, many millions 
of dollars worth of short term notes have 
been issued within the last five years by 
the big corporations. All these notes, 
say some writers, will have to be re- 
funded into long-term obligations, thus 
glutting the market with bonds and 
greatly increasing the world’s capital re- 
quirements. 

Not at all. The capital went into the 
notes. Refunding the notes into bonds 
requires no additional capital. It merely 
changes the form of the legal obligation 
which represents the invested capital. 

Thus the capital destroyed in the Bal- 
kan wars has already been supplied. The 
fact that the permanent financing re- 
mains to be arranged does not affect the 
case. Of course, still more capital will 
have to be burned up before the after- 
math of the war is cleared up, and it 
will take further investments to re-estab- 
lish industrial conditions in the stricken 
nations; but the capital already de- 
stroyed has been furnished by somebody, 
regardless of the form of the financing. 

Another error is to suppose that a 
bond, or a share of stock, or “money in 
the bank” (which of course means mere- 
ly a credit at the bank) is capital. These 
various evidences of indebtedness rep- 
resent capital, but the real capital of the 
world consists of those material objects 
which are being used in the process of 
production. 

For example, you buy a bond for 
$1,000. So far as you are concerned, 
that bond is a part of your personal cap- 
ital. But the corporation that sold you 
the bond will use the money in its busi- 
ness, otherwise it could never afford to 
pay you interest. If it is a railroad it 
may spend the money on new rails, or 
in building a branch line; if an indus- 
trial it perhaps enlarges its factory; if 
a gas company it lays more mains, etc. 
The material things purchased or built 
to aid in or to increase production are 
the real capital. 

The capital thus transmuted into ma- 
terial objects becomes “fixed.” Having 
been invested in steel rails it has to stay 
in those rails until they are worn out. 
But before it went into the rails it was 
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in liquid form, and it is the abundance or 
scarcity of this liquid capital that con- 
trols money rates. 

The easiest way to conceive it is that 
a fund of liquid capital is being constant- 
ly created by the enterprises and the la- 
bor of the world, and this fund must as 
constantly flow into new enterprises or 
new expenditures. It will go wherever 
it is most needed, being drawn there by 
higher interest rates than can be secured 
elsewhere. 

A San Francisco earthquake destroys 
millions of material capital. To replace 
this, liquid capital from all over the 
world rushes in, attracted by high inter- 
est or by good opportunities for profit. 
Investors who suffer directly from the 
disaster are compelled to liquify some of 
their capital by selling their stocks or 
bonds. Hence prices fall in Wall Street, 
thus attracting liquid capital from those 
who have it available for the purchase 
of securities at bargain prices. 

So with every destruction of capital— 
the Ohio floods, the burning of the 
Equitable Building, the sinking of the 
Titanic, the opening up of a mine which 
proves a failure, the building of a fac- 
tory which cannot be operated at a profit, 
and so on. This sort of waste is going 
on all the time, and all the time new ac- 
cumulations of liquid capital are flowing 
in to replace the losses. 

Too much emphasis is usually placed’ 
on personal extravagance as affecting the 
fund of capital. This has its influence, 
but it is small as compared with the 
waste, extravagance, or unproductive ex- 
penditures of nations, mynicipalities and 
corporations. More and more every year 
we are working, accumulating, or spend- 
ing in the mass, instead of individually. 

THE WORLD'S ACCUMULATIVE POWER. 

Since labor is the principal factor in 
creating capital, the more efficient labor 
becomes the more speedy will be the ac- 
cumulation of liquid capital after a 
period of waste. That accounts, prob- 
ably, for the quick recoveries from recent 
depressions. 

With the aid of modern machinery, 
one laborer can produce many times as 
much as he could fifty years ago. His 
wages and personal expenditures have 
not risen in proportion. A much larger 
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fraction of his product is now drawn off 
into the fund of liquid capital than was 
the case half a century ago—chiefly as 
a result of the corporate organization of 
industry. 

Another cause of the quicker recov- 
eries from trade depressions today is 
found in the far more systematic organi- 
zation of business, which enables busi- 
ness men to adjust themselves quickly to 
new conditions. We have learned to 
handle business in a more businesslike 
way, with less friction and waste. 

After the panic of 1873 it took us half 
a dozen years to get going again. After 
1893, we got started in four years. After 
1907, the check to business activity lasted 
only one year. Doubtless 1907 was a 
different kind of panic from the other 
two, but even allowing for that differ- 
ence the indications are that a void in 
the fund of liquid capital is now much 
more quickly filled up by new accumu- 
lations than ever before in the world’s 
history. 

While money rates indicate, in a gen- 
eral way, the supply of liquid capital, 
there are times when they are influenced 
by apprehensions rather than by accom- 
plished facts. The past summer was 
such a period. The average of European 
bank rates was the highest for forty 
years at that season of the year, but these 
rates were not entirely due to actual de- 
struction of capital. They were quite as 
much caused by fears that a much 
greater destruction might be still to 
come, if the great powers should become 
involved in the war. 

Undoubtedly many of those who talk 
so lugubriously about the scarcity of 
capital, waste, extravagance and debt, 
take an extreme view. There is always 
waste, extravagance and debt. They are 
nothing new in the world’s history. But 
also there is continual accumulation. For 
my part I can see nothing in the present 


CAPITAL BE REPLENISHED? 437 


situation that cannot be remedied by a 
slowing up in the number of new enter- 
prises launched within the next few 
years. 

This will mean, of course, a period of 
relative quiet and readjustment, but I see 
no warrant for the expectation of a pro- 
longed or severe trade depression. 

Another branch of this subject con- 
cerns the extent to which nations, mu- 
nicipalities and individuals are mortgag- 
ing themselves to the owners of capital. 
Never before, unless in the last days of 
the Roman Empire, have the future 
earnings of the people been so recklessly 
pledged to the payment of interest on 
enormous borrowings which have been 
absolutely wasted, so far as the welfare 
of the world as a whole is concerned, in 
the maintenance of big armies and na- 
vies. Never before has so much money 
been poured into great public improve- 
ments, desirable in themselves, but all 
entailing heavy interest payments for 
the future. 

This leaves the people dependent, to a 
far greater extent than is realized, on 
the willingness of great capitalists to 
lend or to invest. Things cannot go on 
in this way indefinitely. 

But doubtless it is useless to attempt 
to predict the next picture to be formed 
by the kaleidoscope of destiny. For the 
present the people’s productive power is 
equal to the strain likely to be put 
upon it. 

In a word, then, the world’s liquid 
capital is constantly being accumulated 
and as constantly being dissipated. When 
the accumulation is the greater, we have 
abundant capital and low interest rates; 
when dissipation is the greater, we get 
a scarcity of capital and high interest 
rates. Either condition cures itself, and 
each condition eventually leads to the 
other through the operation of natural 
causes. 
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[The graphic which accompanies this article is believed to be the first ever pub- 


lished giving an my oem ne A 
acted in the Unite 


correct idea of the real VOLUME of business trans- 
States during the past dozen years—that is, not the money value of 


such business, but the actual quantity of products exchanged. It is probably not too 


much to sa 
subject.—Editor.] 


that Mr. Selden’s explanation of the diagram sheds a new light on the 


IIl.—Measuring the Volume of Business 


HE graphic accompanying the last 
chapter showed the total checks 
passing through clearinghouses 

in the United States outside of New 
York City, month by month, since 1902. 
The reason for beginning with this dia- 
gram was that it shows more closely 
than any other available statistics the 
amount of business done, as measured 
in dollars. 

The figures are not open to the ob- 
jection of being behind time, or repre- 
senting past conditions when issued— 
an objection which applies to many 
classes of statistics. Bank clearings are 
reported weekly by telegraph, so that a 
similar diagram can, if desired, be kept 
on the basis of weekly figures and can 
be brought down to date every Satur- 
day. For our purpose here, however, 
the monthly totals are more convenient 
and are equally satisfactory. 

It is true that many checks are drawn 
in payment for goods sold on thirty or 
sixty days’ time, sometimes ninety days, 
but in such cases the goods do not, on the 
average, move into the hands of con- 
sumers any earlier than the date of the 
check which pays for the goods. And 
on the other side, it is to be borne in 
mind that checks represent for the most 
part manufacturing and wholesaling ac- 
tivities, which precede the actual retail- 
ing of the goods. 

Where notes are given in payment for 
goods, the notes are likely to be dis- 
counted at a bank and the proceeds soon 
checked out. In short, taking the busi- 
ness of the country as a whole, the vol- 
ume of checks drawn from week to week 


comes nearer being a simultaneous index 
of the rise and fall in the activity of 
trade than any other statistics that are 
available. 


SOME MODIFICATIONS NEEDED. 


When we begin to reflect upon the 
matter, however, we soon see that some 
changes are necessary before our dia- 
gram will give an accurate idea of the 
volume of business moving. 

First, there is quite a strong season- 
al fluctuation in the clearings. This 
is especially noticeable in the fall, when 
the crops are being marketed and the 
new wealth drawn from the soil during 
the summer is finding its way into the 
channels. of trade. In mid-winter the 
unfavorable weather conditions bring a 
period of relative dullness. In March 
the spring trade opens up, but during 
the summer, while the crops are grow- 
ing and while many people are taking 
vacations, a reaction always appears. 

It is clear that changes which are due 
merely to the season of the year do not 
help us in gauging the broad movements 
of trade from year to year. In fact, if 
they are not allowed for, they may prove 
misleading. 

It is desirable, therefore, to get rid of 
these merely seasonal deviations so 
that we may intelligently compare March 
with February, or October with July. 
The most practical way of doing it is to 
find the average clearings for the month 
of January over a series of ten or more 
years; then the average for February, 
and so for each month. Next we find the 
average clearings for all months to- 
gether, over the same series of years. 
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We can now compare our average for 
January with the average for all the 
months of the year and find the per cent. 
of excess or deficit for January, and so 
on with each month. This gives us a 
correction. which can be applied to every 
month’s figures throughout the period 
covered by the diagram, and to new fig- 
ures as they come out. 

After applying this correction we have 
a non-seasonal graphic of outside clear- 
ings, and can compare any month with 
any other month, regardless of the sea- 
son of the year.* 

The second point that soon occurs to 
us in considering the practical use of the 
diagram, is that the population of the 
country is constantly increasing, so that 
the natural course of the clearings would 
be one of steady growth, even though 
there were no gain in the business trans- 
acted per capita. The next thing to do, 
therefore, is to reduce our graphic to a 
per capita basis. 

This is, fortunately, a very simple 
matter. The Census Department gives 
estimates of population monthly which 
are accurate enough for our purpose. By 
dividing each figure on the diagram by 
the population for the corresponding 
month we get non-seasonal outside clear- 
ings per capita. 

There is also a slight error due to the 
gradual increase in the use of checks 
and to the inclusion of additional cities 
in clearinghouse returns from time to 
time. The per cent. of all payments 
which is made by checks grows slowly, 
as compared with payments made in cash 
and a new city is occasionally added to 
the telegraphic returns as _ published. 
These changes are gradual and are 
necessarily neglected. The practical ef- 
fect on the results obtained from the 
graphic is unimportant. 

THE FLUCTUATING DOLLAR. 


A far more important difficulty, re- 
ferred to in the last chapter, is that the 
clearings measure business in dollars, 
not in bushels, pounds, yards, etc. A 
general rise in prices causes clearings to 
increase even though the actual quantity 


*In dealing with figures which normally increase 
from Ea | to year, there is a slight error in this 


method of allowing for seasonal deviations, as mathe- 
maticians will rea 7 The error is not suf- 
ficient, however, to of any practical importance in 
the general results obtained. ; 
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of goods exchanged may have remained 
stationary or may even have decreased. 

This is fundamental, and if we want 
to know the fluctuations in the actual 
quantity of goods changing hands we 
must first eliminate the variations in the 
purchasing power of the dollar, or in 
other words the rise and fall of prices. 

There are various index numbers com- 
piled which are designed to show this 
general movement of prices of commod- 
ities. For our purpose the best is per- 
haps Bradstreet’s, which is compiled for 
the first of each month and appears 
promptly in Bradstreet’s Weekly. It 
happens that the average of this index 
for 1908 was exactly 8.00, and as 1908 
was a year of relatively low prices it is 
convenient to assume this figure as a 
base. 

What we wish to do, then, is to fur- 
ther correct our diagram so as to show 
the volume of business from month to 
month as measured in the dollar of 1908. 
That is, if prices had remained, through- 
out the period covered by the graphic, at 
the same level as in 1908, what would be 
the changes in volume of clearings as 
shown in the graphic? 

Any other year would, of course, do 
just as well. All we want is a non- 
fluctuating dollar; and since the Brad- 
street figures show approximately the 
rise and fall of prices month by month, 
we use these figures to reduce the dollar 
month by month to a stationary basis. 

For example, the Bradstreet index 
number, starting from an average of 
8.00 for the year 1908, rose to 9.12 in 
December, 1909. This was a rise in gen- 
eral prices amounting to 14 per cent. 
Hence if business in December, 1909, re- 
mained on the same basis of activity as 
1908 in actual quantities of goods ex- 
changed, the clearings would neverthe- 
less show a gain of 14 per cent.—the 
gain being entirely due to the higher 
range of prices. 

To get a correct view of the actual 
volume of business for December, 1909, 
as compared with 1908, we must evi- 
dently reduce it 14 per cent. so as to 
eliminate the rise in prices and leave only 
the change ih quantities of goods ex- 
changed. And by the same process we 
can reduce each month for the entire 
period to the price-basis of 1908. 
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‘In actual work, the simplest way to 
do this is to apply the ratio 8.00 to 9.12, 
multiplying the non-seasonal clearings 
per capita by 8.00 and dividing by 9.12. 
The same method is used for every 
month.* 


A PICTURE OF BUSINESS. 


With all these corrections applied, the 
graphic stands as shown herewith. It 
represents approximately the growth and 
fluctuations in volume of business per 
capita handled in the United States, as 
measured in barrels of flour, bushels of 
potatoes, pounds of beef, tons of pig- 
iron, etc., but with merely seasonal 
changes eliminated. 

The figures at the left of the diagram 
represent the amount of outside clear- 
ings per month, per capita of population, 
as measured in a non-fluctuating dollar. 
These figures, however, have no particu- 
lar significance. Any other scale, or a 
reduction to a percentage basis, would 
do as well. The relation of one month 
or one year with another is the only 
thing that interests us, and this is shown 
by the proportional changes in the line 
on the graphic. 

I have also added another line show- 
ing Bradstreet’s index number month by 
month, so that changes in volume of 
business and variations in the price-level 
may be readily compared. 

The first thing to strike one on looking 
at the completed diagram is the steady 
increase in business per capita. Our 
“prosperity” is not imaginary. It is not 
a delusion resulting from high prices, 
for prices have been eliminated from 
this graphic. You and I and the other 
fellow are actually doing more business 
year by year, regardless of prices. 

Another point of interest is the re- 
markable steadiness in the volume of 
business moving. Taking the yearly av- 
erages, shown by the small circles on 
the graphic, the greatest change from 
any one year to another was an increase 
of about 9 per cent. from 1904 to 1905. 
But about one-third of this increase was 
nothing but the usual normal growth, so 
that the fluctuation should really be 
reckoned as about 6 per cent. 

*For the benefit of any who may be ambitious to 
construct diagrams of this sort, 1 may add that the 


labor invol is almost prohibitory unless the slide 
rule is used. ’ 
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The one place on the graphic where 
the clearings do not fairly represent the 
volume of business moving was in No- 
vember and December, 1907. We were 
then in the throes of a strictly financial 
panic and cash was almost ungbtainable. 
This condition, as business men then ac- 
tive will quickly remember, was made 
the excuse for delayed payments all over 
the’ country, so that the movement of 
goods was much in excess of the move- 
ment of checks to pay for the goods. 
This fact accounts for the abnormal drop 
in clearings at that time. 

Aside from the above two instances 
the greatest change from one month to 
another in any single year was a de- 
cline of 11 per cent. from January, 1906, 
to September. 

The dotted line represents an approxi- 
mate line of growth for the entire per- 
iod. It is really surprising to see how 
little the annual averages, shown by the 
small circles, vary from this dotted line. 
A slight depression in 1903-4, a little 
excess in 1906, and another little de- 
crease in 1908 constitute all the varia- 
tions worth noticing. 

It was a decided surprise to me to find 
how slight were these annual variations 
in volume of business. For example, av- 
erage prices, as shown by the index num- 
ber, fell over 10 per cent. from 1907 to 
1908 ; but the average volume of business 
did not decline at all as actually shown 
on the diagram, or fell only a trifle if we 
make some allowance for the inaccuracy 
of the figures for November and Decem- 
ber, 1907, as explained above. Yet 1908 
was considered a very dull year as com- 
pared with 1907. 

The year 1911 is commonly spoken of 
as one of comparative dullness, but the 
change was entirely confined to prices. 
The actual volume of business was right 
on the normal line. Again, business in 
the early months of 1907 was generally 
considered better than in the correspond- 
ing period of 1906; but here also the 
change was in prices and actual volume 
remained about the same. And _ the 
boomlet of 1912 was practically all in 
prices, the volume of business remain- 
ing close to the normal line. 

The conclusion is unavoidable that the 
“sentiment” of business men is much 
more affected by the rise and fall of 
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prices than it is by the changes in volume 
of business. 
COMPARISON WITH STOCKS. 

Comparing this graphic with the move- 
ments of twenty railroad stocks, shown 
on the diagram which accompanies the 
“Market Outlook” in this issue, we find 
that stocks move far more closely in 
harmony with the actual volume of busi- 
ness than with the fluctuations of com- 
modity prices. 

For example, the highest points 
reached in the various swings were as 
follows: 1902, stocks in September, vol- 
ume of business in September, com- 
modity prices in December ; 1906, stocks 
in January, volume of business in Jan- 
uary, commodity prices in March, 1907 
(in this case, however, both stocks and 
volume of business rallied to near the 
high point again late in 1906); 1909, 
stocks in August, with a return to near 
high point at the end of December, vol- 
ume of business in March, 1910, com- 
modities in January and April, 1910; 
1912, stocks in October, volume of busi- 
ness irregular, commodities in December. 

Likewise, the lowest points were about 
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as follows: 1903, stocks in September, 
volume of business in November, com- 
modities in July, 1904; 1907, stocks in 
October, volume of business in Decem- 
ber, commodities in June, 1908; 1910, 
stocks in July, volume of business in Oc- 
tober, commodities in May, 1911. 

Viewing the graphic broadly we find 
that the actual volume of business seems 
to follow changes in the stock market 
rather promptly, while the change in the 
price-level lags behind for six months or 
thereabouts. 

This confirms the experience of busi- 
ness men that volume of business in- 
creases for some months before prices 
begin to be much affected, and likewise 
begins to fall off while prices are still 
firmly maintained at a high level. The 
working of this principle is especially 
noticeable in the years 1905, 1907, 1908 
and 1912. 

Since 1910 the influence of politics on 
business sentiment has plainly affected 
prices of both stocks and commodities 
much more than it has affected the vol- 
ume of business transacted. 


(To be continued.) 


[Jn the next issue Mr. Selden will explain a simple and logical 
method which foreshadows changes in business activity and profits. 
In our opinion, no more practical and useful article for the business 
man has appeared in recent years in any publication.—Editor. | 














What are the Bond Bargains? 


By FREDERICK LOWNHAUPT 


ONDS Now in the Bargain Class; 
B Bonds Now on the Bargain 
Counter; Investments a Bar- 
gain Now—these are some of the head- 
lines under which the scribes who 
write about the investment markets 
are stating their sentiments and 
opinions about this subject. 


Whether bonds are on the bargain 


counter or not is something of a mat- 


ter of individual opinion. That they 
are cheap is conceded by everyone who 
knows anything about the investment 
markets. Whether they are about as 
low as they may be expected to go for 
a while is also a matter of opinion, 
since the turn of the market is not al- 
ways discernible exactly at the time it 
occurs. That it is a good time to buy 
bonds is universally acknowledged. 


To say that prices are low and that 
bonds are cheap has an instant signifi- 
cance to those who are familiar with 
the bond quotation list. It does not 
always convey much to the average in- 
vestor who does not follow prices 
closely and who does not always ap- 
preciate the fact that when a high 
grade bond like Atchison general 4’s 
or say Delaware & Hudson refunding 
4’s has fallen off in quotation three or 
four points it has fallen a great deal. 


The average investor, however, 
should appreciate this somewhat in 
seeing a comparison of prices. It is 
one of the best ways to get a reason- 
ably correct perspective of the situa- 
tion. A proper comparison gives an 
idea of what has been and what may be 


expected when similar conditions again 
prevail. 

It may be argued that exactly simi- 
lar conditions will never again prevail 
in the security markets. There is 
much truth in the contention. His- 
tory repeats itself, however, in the 
markets, so far as prices are concerned, 
although prices, considered as results, 
may be brought about by a somewhat 
different combination of circumstances. 


Upon these promises we will take 
for our consideration the high prices 
of a group of standard bonds in 1909. 
Higher prices than prevailed in 1909 ex- 
isted in 1905, but the latter time was the 
top of a rather extraordinary movement 
which may not be repeated for some 
time. In 1909, however, these bonds 
stood at prices which we may expect 
to see again. 

If we were to go back still farther 
into history we would find prices so 
high about twelve years ago that the 
high grade bonds were selling on 3% 
to 334 per cent. bases, which to-day 
appear ridiculously low. Some people 
think that we will see these high 
prices for bonds again but it will be a 
question of whether the cost of capi- 
tal will fall so low again that the cor- 
porations can borrow on these very 
low rates. There are many indica- 
tions that such condition will not be 
seen for a very long time if ever. 

Taking, then, the quotations of 1909 
and the present time as the basis for 
comparison, the bargains now to be 
had stand out plainly. By taking the 
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average price of thirteen bonds at their 
high point in 1909 and again early this 
month (from which there has been no 
material change) it will be noticed 
that there is a drop of about eight 
points while in individual cases the 
difference is more than ten points. 


Declines in Standard Bonds. 


High, Differ- 


Atchison gen’l 4s 


Balt. & Ohio Ist 4s 
Ches. & Ohio gen. 4%s 
Chi., Burl. & Q. 
+» gen, 3%s.. 


ag o & N. 

Del Hudson ref. 4s 
Illinois Central ref. 4s 
Louisville & N. 
Northern Pac. Ist 4s 
Reading gen’l 4s 
Southern Pac. ref. 4s 
Union Pacific ref. 4s 


The investor that buys these bonds 
at present prices will be sure to find a 
few years hence, or for that matter 
two or three years from now, that he 
really got a bargain. Of course he need 
not confine himself to this particular 
group, since there are dozens of issues 
that will show about the same results 
in that time. But if he is looking for 
some really very high class invest- 
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ments with a very strong probability 
of enhancing the income by the ap- 
preciation in principal he cannot do 
better than select from those already 
mentioned. 

Another reason why these bonds 
should appreciate is that they are com- 
ing nearer maturity each year. Of 
course some are due a long time from 
now, nevertheless this factor counts in 
the market position of the bonds. 
Everyone of them will be paid off at 
par when due, which fact automati- 
cally lifts them along in quotation as 
that time approaches. 

And the further fact that they are 
all better securities now than they 
were in 1909 when nearly ten points 
higher in quotation, is a considerable 
influence in not only acting against 
further depreciation but justifying 
higher prices. An income far above 
savings bank return with just as much 
safety and the prospect of a ten per 
cent. appreciation makes the applica- 
tion of the word “bargain” just now to 
a great number of bonds entirely 
fitting. 
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Bonds Moving Up Slowly But Surely.— 
People who wish to see what the bond market 
is doing in the way of price changes watch 
the averages compiled by some of the finan- 
cial publications. What these averages show 
for the past few weeks is interesting as 
bearing on the oft repeated statement that 
the bond market was in a better condition 
and showed it by the turn of prices. The 
story of the averages is that there was an 
advance in the month of August of some- 
thing like a point. 

This was the first time that the high grade 
bonds have advanced during the month of 
August since 1908. The tendency of pre- 
vious years in that month was to decline. 

But to carry the story further it should be 
said that this advance of August carried the 
average price upward nearly four points 
above the low price of June last, when it 
was said the turn had come. The situation to- 
day is that practically half of the year’s 
decline ‘had been regained, 
ne F is still something like 3 points be- 
low the January figure and 3% points below 
the figure of August, 1912. he upward 


although the . 


movement of standard bonds has been steady 


now for practically three months. And there 
is no questioning the situation for the rea- 
son that the bonds used in these calculations 
are representative’ of the. whole list and 
therefore form a true index to conditions. 
If we accept the averages as conclusive proof 
of the situation the turning point in the 
security markets is already far behind. 

The Scarcity of New High Grade Securi- 
ties.—Notwithstanding the fact that bond 
prices show such a healthy upturn they are 
still low. There has developed a pronounced 
scarcity of the newer issues. The buying that 
has been going on in the past three months, 
for the most part rather quiet in character, 
has almost cleared off from the market the 
choicest of the newer issues. And because 
of the fact that the investment bankers have 
not deemed it propitious to stimulate ex- 
tensive new issues of this character the con- 
dition of scarcity has become almost aggra- 
vated. It is a rather curious feature of the 
situation, brought about largely through the 
reluctance of investors to buy extensively over 
the past few months. 
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There has been no dearth of securities gen- 
erally, because many of the higher yield bonds 
and notes have been brought out, but the dis- 
couraging attitude of investors toward the 
really high grade issues has made it next to 
impossible to dispose of the best class of 
securities in the most satisfactory way. 

It is understood among the financial 
houses that quite a few dealers are practically 
out of this class of securities of the later 
vintages. A few months ago some of these 
houses were lowering their bids for fear they 
would get the bonds. Over the past few 
weeks they have been raising their bids in 
many instances for fear they would not get 
the bonds. If the condition lasts much longer 
there will have developed the best situation 
for the output of a good round amount of 
high grade bonds that has, been seen for a 
long time. 

More Proofs of Improvement.—That there 
may be no lingering doubt of the better con- 
dition existing in the bond market let us 
enumerate the various proofs that show 
clearly that there is some substantial founda- 
tion for the claims of the bond houses and 
investment market critics. If general state- 
ments to the effect that the bond market is 
better than for some time are challenged at 
all, here are some facts which there is no 
gainsaying : 

(1) The success of the P. C. C. & St. L. 
$7,000,000 50-year 4%4 per cent. bonds. This 
may seem an isolated item to the person un- 
familiar with the bond market, but it was really 
an index for investment bankers a little while 
ago. Not only did the bonds go thoroughly 
well, but a short time after they were out 
their quotation improved. The investment 
market took them easily. 

(2) New Haven debentures’ success. When 
these were first talked of it was believed by 
good judges that the underwriting bankers 
would have to take up the greater part of the 
issue. To their surprise, however, the New 
Haven stockholders came in strongly and to 
such an extent that it was soon the opinion 
that they would take all the issue. 

(3) Southern Pacific underwriting success. 
This was not a question of placing bonds, but 
many investors were concerned in the matter. 
Its complete success gave a plain indication 
that the investment market was full of money 
for attractive things. 

(4) The lift in the quotation of old standard 
railroad and industrial bonds; also the all- 
around betterment in the newer issues. 

(5) The general advance in the best munici- 
pal bonds and the strong call for such issues. 
New York City issues for instance had a sub- 
stantial rise. 

(6) The preparation that is going on for the 
issuance of new offerings in response to the 
better sentiment. 

What Does the Recent Financing Indi- 
cate?—August is generally a dull month in the 
securities markets, so far as the amount of 
new financing accomplished is concerned. 
There is a waning that comes about in the 
early summer that does not generally pass 
away until the early part of September. August 
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of this year was no exception. It did, how- 
ever, apparently mark the bottom of the de- 
cline in the output of new securities, and 
served as a good basis of comparison between 
conditions existing in that month and those 
prevailing the same month of the previous 
year. The total output this year in that 


— was only half of the amount issued in 
191 


The market really had a rest in that month 
from new issues, and especially does this apply 
in the matter of new bonds, since a large 
amount of the output of that month consisted 
of short term notes. Most of the larger issues 
of the month were short term securities, the 
railroads putting out about half of the total, 
and the public utilities and industrials dividing 
the remainder equally. 

The continuation of this habit (for it has 
almost grown to this) of issuing short term 
notes only added to the potential strength the 
market is developing for long term bond issues. 
September began in a way to lead to the con- 
clusion that the financing of the month would 
show a substantial increase, indicating a prob- 
able heavy output a.little later in the year. 

Correspondence of Movements of Stock 
and Bond Markets.—People who waited to 
watch the movements of the bond market a 
while before concluding anything as to the 
movements of the securities markets in general 
will have to revise for themselves the old 
theory that the bond market takes a strong 
lead of the stock and other securities markets. 

Once or twice within the past five years 
this theory, so long venerated, has been com- 
pletely demolished, yet it rises again when con- 
ditions such as have existed over the past four 
or five months show themselves. Experienced 
observers have been saying that the appearance 
of a strong and continued bond market with 
a decided upturn in prices would be the indi- 
cation of awakening in the other branches of 
the securities markets. 

The theory did not work this time. The 
bond market beginning a few weeks ago gave 
a slight indication of betterment and then 
slowed up a bit, whereupon the stock market 
started immediately and developed a great 
burst of strength. Then a little time elapsed 
and the stock and bond markets began to 
move along simultaneously. The stock market, 
however, has proved the pacemaker, since it is 
easier to stir up speculative sentiment than 
investment sentiment. Nevertheless the bond 
market bears the earmarks of something really 
substantial in the way of improvement. 

The difference between the advance in the 
bond and stock markets is nearly six points 
on an average. Bonds have moved up since 
the low of June something like four points 
while stocks have gone nearly ten points. If 
the investment market is to be regarded as of 
primary importance in the larger movements in 
securities, we again have a case of “the tail 
wagging the dog.” The theory of bonds first 
and then stocks has broken down so completely 
that it may be discarded as the logical and 
normal action of the markets nowadays. At 
least the bond men have come to that 
conclusion, 
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N the following table are arranged in order of yield the principal active issues of 
bonds listed on the New York Stock Exchange, the income being figured at the 
latest available selling-price for lots of 20 bonds or more. They are divided into 

groups, according to the grade and character of the bonds. 


This table will appear every other month, and will prove invaluable to bond buyers, as 
well as to brokers and to all others who are called upon to select or recommend investments. 
It is presented for purposes of comparison only, and mention of a bond issue is not to 
be construed as a recommendation. Our object is merely to show the relative yield of 
different bonds of each of the several classes. 


RAILROADS: 


(1) High Grade mdrtgage bonds, many of which are legal investments for New 


York State Savings Banks. 
Interest Price 


Description. ’ Period. July 11. Yield. 


Chic., Rock Is. & Pac., ref. g. 4s = . 1 78% 
Ore. Short Line, guar. ref. 4s D. 1929 —D. 891% 
Wabash, Ist g. ., 1939 —N. 102% 
Central of Ga., cons. g. 5s N., 1945 , : 103% 
Balt. & Ohio, Southw. Div., Ist g. 3%s.... i 1925 —yJ. 88% 
Wis. Central, 50-yr. lst gen. 4s Jt 1949 —yJ. 873% 
Canada Sou., cons. gu. A. 5s ’ 1962 105% 
St. Louis. S. West., Ist g. 4s. bd. ctfs . 1989 87% 
Ches. & Ohio, gen. g. 4%s ., 1992 98 
Oregon-Wash., Ist & ref. 4s . 1961 89144 
Balt. & Ohio, prior 3%s JL. 1925 903% 
Atlantic Coast Line, Ist g. 4s Je. 1952 91% 
Illinois Central Ist ref. 4s N., 1955 91 
Balt. & Ohio, gold 4s . 1948 913% 
Chic., Mil. & Pug. Sd., Ist g. 4s Ji. 1949 91% 
Louisville & Nash., uni. g. 4s Ji. 1940 93% 
Southern Pac. R. R., Ist bg Ne i 1955 91% 
Northern Pac., gen. ‘lien a. 2047 6634 
10254 
97% 
93% 


E> 
| | 


Dm ZO 


SHO Z 


— 


i 
| | 


z 
© 


Chic., Mil. & St. Paul gen. 2 (wh. iss).. . 
Gt. Northern, Ist & ref. 4%s., series A ’ 1961 
So. Pac., Cen. Pac. Ist ref. g. g. 4s Ag., 1949 
C. B. & Q,, Ill. Div. 3%s ’ 1949 
Chic. & N’west., gen. g. 3%4s N. 1987 
Chic., Burl. & Q., 3 » 1958 
Union Pacific, Ist , .. 2008 
Cent. Pac., mort. guar. gold 3%s Ag., 1929 
Norfolk & West. Ry., lst cons. g. 4s O. 1996 
Northern Pac., prior lien g. 4s - 1997 
Reading Co., gen. g. 4s . 1997 
Atch., Top. & S. Fe, -- g. 3s oO. 1995 
N. Y. Central & H. Ji. 1997 
Union Pac., Ist R. R. ¥ , 1947 


| 
doll ocnmab odds 


84 
97% 


(2) Collateral trust bonds selling at prices relative to the value of the underlying 
collateral. 


Chic., a . . Pac. R. R. 4s » 2002 —N. 56 

Gt. Nor, “he. coll, tr. > 4 —J. 94% 
Atl. Const | zt. L. & N,, coll. —N. 897% 
N. Y. Cen., ue Shore, coll. “ 3%s at 80% 
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(3) Convertible bonds having no mortgage lien whose quotations are governed 
largely by the price changes of the stock into which they are convertible. 


Ches. & Ohio, conv. 4%s 4 1930 —A. 79% 
Erie, 50-yr. conv. 4s, Ser. B . 1953 —O. 

Erie, 50-yr. conv. 4s, Ser. A Apl., 1953 

N. Y., N. H. & Hart., conv. deb. 6s ‘ 1948 

Southern Pac. Co., 20-yr. conv. 4s........... J 1929 

Del. & Hud., 10-yr. conv. deb. 4s , 1916 

Balt. & Ohio, 20-yr. conv. 4%4s 1933 

Atch., Top & S. Fe, 10-yr. conv. g. 5s . 1917 
Union Pacific, 20-yr. conv. 4s 1. 1927 —J. 
Chic., Mil. & St. Paul, conv. 4%s ji. 1932 . ; 102% 
Atch., Top. & S. Fe, conv. 4s (issue of 1910) . 1960 . : 9614 
Norf. & West. Ry., conv. 4% (wh. iss.).... 1938 106 


(4) Debenture bonds most all of which are selling on high level because of the 
good general credit of the respective companies. 


Chic., St. Paul, M. & O., deb. 5s . 1930 M.—S. 101% 4.84 
Lake Shore, deb. g. 4 ha 1928 M.—S. 4.80 
Lake Shore, 25-yr. g. 4s My., 1931 M.—N. 4.75 


(5) Semi-investment bonds, many of which are general mortgages, often classi- 
fied as “business man’s” investments. Income yield is reasonably definite index of 
relative worth. 

Denver & Rio Grande, Ist & ref. 5s Ag., 1955 
Chic. & Alton Ry., 1st lien 3%s ji, 1950 


Chic., Rock Is. & Pac., 20-yr. deb. 5s JL. 1932 
Seaboard Air Line, adj. 5 O. 1949 


4.11 


7.03 
6.99 
6.89 
6.86 


ii] 


: Pesteny 27 
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K. C., Ft. S. & M. Ry., ref. g. 4s 1936 
Missouri Pac., Ist & ref. conv. 5s 1959 
St. Louis S’west, cons. g. 4s Je, 1932 
N. Y., W’ches. & B., Ist Ser. I, 4%s , 1946 
Southern Ry., dev. & gen. 4s Ser. A........ Apl., 1956 
Chic., Great Western Ist 4s S. 1959 
Erie, lst cons. gen. lien g. 4s .» 1996 
Wabash, 2d gold 5s F, 1939 
West. Maryland Ist g. 4s . 1952 
Kansas City Sou., ref. & imp. 5s . 1950 
Coiorado & Son. ref. & ex. & 4%s My., 1935 
Southern Ry., Ist cons. g. 5s Ji. 1994 


STEEL BONDS: 


Bethlehem Steel Ist & ref. 5s. gu. A........ My., 1942 M.—N. 
Bethlehem Steel Ist ext. s. f. 5s a. 1926 J—J. 
Rep. Iron & Steel, 10-30-yr. 5s. s. f » 1940 A—O. 
Illinois Steel deb. 4%s Apr., 1940 A—O. 
National Tube Ist 5s My., 1952 M.—N. 
EN I ds cca edubamdiced My., 1952 M.—N. 
U. S. Steel Corp. s. f. 10-60-yr. 5s. coup.... Apr., 1963 M.—N. 


TELEGRAPH & TELEPHONE BONDS: 


Am. Tel. & Tel. coll. tr. 4s 1929 J.—J. 
N. Y. Telep. Ist & gen. s. f. 4%s . 1939 M.—N. 
Am. Tel. & Tel., 20-yr. conv. 4%s. (wh. iss.).. Mch., 1933 M.—S. 


MISCELLANEOUS INDUSTRIAL BONDS: 


U. S. Realty & Imp., conv. deb. g. 5s...... Jl, 1924 J—J. 
General Motors Ist lien 6s O. 1915 A—O. 
The Texas Co., conv. deb. 6s ® 1931 J.—J. 
Va-tier. Cito, tet Bb-ye. Se...... 2.20508. . a. ae J.—D. 
Westinghouse E. & M. s. f. 5s ae —J. 
Liggett & Myers Tobacco 7s ‘ 1944 
Am. Smelt. Sec. s. f. 6s ‘ 1926 

. 1918 
Cent. Leather, 20-yr. g. 5s » 1925 
Liggett & Myers Tobacco 5s Ag., 1951 
West. Electric Ist 5s D., 1922 
General Electric deb. 5s Mch., 1952 
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The Cost of Producing Copper 


An Interesting Study of Costs at the Various Mines 








EVERAL thousand different cop- 

per companies have existed in 

North America at various times, 

but most of them have met an untimely 

end. Today there are not more than 

fifty actively producing mines, and 

twenty-five of them yield nearly half of 
the world’s total supply of copper. 

The cost of production at each one of 
the prominent mines is perhaps the most 
important element in fixing the price of 
the stock. A relatively sight variation 
in cost per pound may make all the 
difference between a profit and a loss. 

For example, the cost per pound in 
1912 is figured at 13 cents for Tamarack 
and at 11.4 cents for Isle Royale, both 
in the Lake Superior district. With cop- 
per at 13 cents, Tamarack could earn 
nothing on its stock; but at that price 
Isle Royale would show total profits for 
the year of something over $130,000, on 
the basis of 1912 production, equivalent 
to earnings of about 3.5 per cent. on its 
stock. 

In a recent issue of The Engineering 
& Mining Journal, Mr. Heath Steele 
made a very thorough and comprehen- 
sive analysis of copper costs at different 
mines and for the three important 
groups. He first explains that— 

“There is quite a difference of opinion 
evidenced in the reports of mining 
companies as to just what constitutes 
the cost of production. Some state 


operating costs only and charge ‘capi- 
tal expenditures’ off to profit and loss 
or surplus accounts, while others write 
practically all such expenditures to 
property accounts. It would not be 
fair to take the statements of one com- 
pany charging all expenditures to 
operating and compare them with 
costs made up from partial expendi- 
tures without calling attention to the 
fact. For this reason the accounts 
given in the annual reports have been 
gone over and their actual expendi- 
tures worked out. In some cases it 
was necessary to do this by working 
back from the balance of quick assets 
shown in the balance sheet. The main 
fact to be brought out is that a certain 
amount of money has actually been 
spent and so much copper has been 
produced within a certain period.” 

Following this. plan, Mr. Steele 
works out a very interesting series of 
tables. Beginning with the Lake 
Superior group, he tabulates his re- 
sults as follows: 


CALUMET & HECLA. 
Yield Cost 
per Ton, _ Lb. per Lb., 
b. 


31.22 
28.18 
25.77 
25.47 
24.18 


26.90 


Tons Ore 
. 2,643,938 
2,842,880 
... 2,795,514 
. 2,909,972 
. 2,806,610 


Total . 13,998,914 


Year 


376,693,925 
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QUINCY MINING CO. 


Land Mis- Net 
Total pur- cellane- Cost 
exp. chases ous per 
= Ib., per Ib., ser is me 


0.434 0.17 


0.2 
0.24 0: 07 
0.54 0.06 
0.67 = 0.13 
0.72 0.08 
0.70 02 


Total.144,507,998 048 0.12 


OSCEOLA CONSOLIDATED. 


Total Totalexp. Misc’l. Net cost 
Ib. per lb., credits per Ib., 
C. c. 
0.6 10.3 
0.5 11.9 
0.24 10.29 
0.39 9.08 
0.29 9.08 
0.11 9.17 
18,413,387 0.41 9.95 
Total .135,418,801 0.38 9.82 


COPPER RANGE CONSOLIDATED. 
Champion Mine. 


Total lb. 


Year copper 


| ee 


Cost per 
Ib. 


Yield 
Tons of perton, Total lb. of 


ore copper 


19,224 124 

15,639,426 
225  17.255.508 
235 121,325,314 


Baltic Mine. 
22.3 14,397,557 


22. 
23.2 


Total. 5,150,830 


. 649,932 


15,370,449 
13,373,961 


"22.00 112,939,287 


... 652,433 
Total . 5,120,244 


Tri-Mountain Mine. 


. 506,492 188 9,607,933 
. 444,358 184 8,190,711 
.+. 334,929 = 18. 6,034,908 
.-. 323408 164 5,282,404 
... 317,299 179 5,694,868 
.. 347,885 17.59 6,120,417 
366,663 19.04 6,980,713 


Total.2,641,034 181 47,911,954 
3 m..12912108 218 282176555 


Including Copper Range expenditures. 


13.3 
12.6 
13.9 
12.4 
11.55 
11.73 


125 
9.76 
.10.10 


Year 


Total .2,973,090 


Year 


1906... 
1907... 
1908... 
1909... 
1910... 
oe 
1912... 


Total .5,157,188 


Year Tons of ore 
1906. . 


... $44,062 
""! 348,860 
"373,694 


AHMEEK. 


Yield 
perton, Total Ib. of 
4 copper 
18.5 3,077,507 
17.4 
21.1 
22.6 
22.3 
25.4 
25.2 


22.7 


16,455,769 
67,563,693 


MOHAWK 


Yield 
perton, Total Ib. of 
Ib. copper 

9,352,252 
10,107,266 
10,295,881 
11,248,474 
11,412,066 
12,091,056 
11,995,598 


Tons of 
ore 
15.12 
15.77 
15.01 
13.73 
14.22 
15.07 
15.22 


148 76,502,593 


WOLVERINE. 


Yield per Total Ib. 
ton, Ib. 
28.2 
27.2 
26.8 
26.8 


‘.. 370873 25. 


1911... 
1912... 


Total. 


Year Tons of ore 


... 218940 
... 520,860 


... 457,440 
. 531,105 


Total .2,497,285 


.«. 533,600 
. 654,897 
689,099 


... 525,554 
. 392,338 


24.75 
23.45 


388,476 
401,308 


2,589,093 25.9 67,189,788 


ISLE ROYALE. 


Yield per Total Ib. 
ton, lb. copper 
192,210 15.3 2,937,098 
175,450 15.2 2,667,608 
,011,660 
5,719,056 
7,567,394 
7,490,120 
8,186,957 


401,280 


15.1 37,579,893 


TAMARACK. 


25.3 9,832,644 
8 11,078,604 
12,806,127 
13,533,207 
11,063,606 
7,494,077 


-.. 421,385 7,908,745 


Total .3,606,553 


73,717,010 


MINING CO. 
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Cost per 
cents 
18. 


10.7 


Cost per 
lb., 
cents 
11.4 
11.6 
10.8 
11.2 
11.4 
10.4 
10.61 


Net cost 
per Ib. c. 
3.5 
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ALLOUEZ. 


19.5 
9.85 
13.80 
15.93 
18.84 
ws 16.56 4,780,494 
. 333,618 16.56 5,525,455 


Total. 736,313 159 27,661,250 


CENTENNIAL. 


2,253,015 
2,373,572 
2,196,377 
2,583,793 
1,572,566 
1,493,834 
1,742,338 


Total.1,027,451 139 14,215,495 


Calumet & Hecla costs were com- 
puted by the aid of tax reports. 
Quincy costs for the seven years 
averaged about 11.6 cents, but the de- 
duction of expenditures for mining 
lands brings this figure down to 11.1. 
The Ahmeek average cost of 10.7 cents 
includes 2.3 cents for new construc- 
tion, made up chiefly of the cost of a 
new mill. Isle Royale average net 
cost also contains 2.7 cents for con- 
struction, new lands, etc. Allouez 3 
cents for the same purpose, and Cen- 
tennial about 4.5 cents. 

At the other mines construction 
costs were small, in all cases less than 
one cent per pound. The low cost at 
the Wolverine is due to good ore and 
good management. Tamarack costs 
have increased on account of depth 
and the mine is now profitable only 
during periods of high prices for the 
metal. 

For the entire Lake Superior group 
of mines, costs for seven years have 
averaged 10.3 cents. The average for 
1912 was 10.6 cents. 


THE PORPHYRIES. 


In regard to the Porphyry group, the 
author says: 

“Not one of them has yet reached 
its maximum production, with the ex- 
ception of the Nevada Consolidated. 
They have all expended large sums for 
development and equipment. The 
greater part of these expenditures are 
chargeable to future production and 
are being carried in deferred operating 
accounts or capital accounts that are 


«+» 178,292 
..» 214,720 
..» 220,905 
... 253,049 
-»» 247,119 

. 288,610 


given, but in figuring the cost of pro- 
ducing copper, the operating costs as 
reported by the companies are used. 

“The Nevada Consolidated divi- 
dends received by the Utah Copper Co. 
are not included in the credits against 
operations. The operating cost as re- 
ported by these concerns is claimed to 
carry a proportionate amount of 
stripping of overburden from ore mined 
from open pits, underground develop- 
ment and depreciation on plants and 
equipment. 

1912 COSTS FOR PORPHYRY GROUP. 


Oper- Misc’l.. Gold Net Def- 

ating earn- and cost, erred 

Mine. cost. i 
Utah Copper 9.98 
Nev. Cons..11.63 
Ray Cons. ..10.53 
10.15 


silver. cents. ch’g’s. 
2 


0.99 
5.14 
0.98 
4.75 


Total .... 10.23 0.57 261 


“The Utah Copper Co., Bingham, 
Utah, in 1912 mined 78.81 per cent. of 
its tonnage by steam shovels and 
22.19 per cent. from underground. 
The capacity of its Magna mill is 
12,000 tons per day and the Arthur 
plant can treat 8,000 tons, a total 
capacity of 21,000 tons per day. Al- 
lowing for delays in operation, this 
should give about 7,000,000 tons 
annual capacity and an output of 
something over 100,000,000 Ibs. of 
copper per year. 

“The ore reserves are estimated to 
contain 316,500,000 tons of ore, averag- 
ing about 30 lbs. of copper per ton, 
which, according to past _ records, 
should yield something like 18 Ibs. of 
refined copper. The present deferred 
charges amount to only about 0.177c. 
per lb. of recoverable copper in re- 
serves. It is understood, however, 
that this charge is likely to increase 
before all development and stripping 
is completed. The actual construc- 
tion necessary to keep the plant and 
equipment in repairs should be reck- 
oned at not less than 0.7c. per Ib. of 
copper. This figure is obtained from 
expenditures of numerous copper pro- 
ducers whose operations extend back 
for several years and may be applied 
to any operations which include 
milling. 


0.820 
0.023 
0.13 
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UTAH COPPER CO. 


Costs per lb. copper. 
Oper- Less Net 
ating. credits. Cost. 


980 0.96 
9.80 1.05 
9.25 1.24 
889 = 1.11 
998 101 


Total..... 375,183,676 95 108 842 


“The Nevada Consolidated Copper 
Co., Ely, Nev., to date has mined all 
its ore from open pits, but is planning 
to extract some of its present ore re- 
serves by underground mining. The 
cost of production will naturally in- 
crease when this method is adopted, 
the present cost is about 30.4c. per 
ton, underground mining will prob- 
ably average $1 for all expenses. The 
company makes a large profit from its 
investments, which are nothing more 
than ownerships of subsidiaries oper- 
ating its railroad and_ reduction 
works. The profits derived from this 
source are a part of the business, 
therefore are rightly a credit against 
operating expenditures. The income 
from these concerns amounts to ap- 
proximately $1,500,000 per year, or a 
little over 2c. per Ib. of copper.” 


NEVADA CONSOLIDATED. 


Costs per Ib. copper. 
Oper. Less Net 
ating. credits. Cost. 


28 7.00 
281 699 
325 835 


Total..... 204,376,873 295 7.40 

The three other most important 
porphyry mines—Ray Consolidated, 
Miami and Chino—are in the early 
stages of their career as producers, so 
that the figures for 1912 as given 
above are all we have to go upon in 
calculating their costs. 

Inspiration, which is situated near 
the Miami and Ray Consolidated 
mines, will eventually be a large pro- 
ducer. Its mill is now in course of 
construction and it will be perhaps 
three years before the mine is in full 
operation. Mr. Steele estimates its 
costs as about the same as for Ray 
Consolidated. 

Braden Copper Co., in Chile, will 
eventually be a big producer under 


Total Ibs. 


Total Ibs. 
of copper. 
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favorable conditions and its costs are 
likely to be low. 


ANACONDA, 


In the miscellaneous group of 
mines, which includes all outside the 
Lake Superior mines and the porphy- 
ries, Anaconda is of course far the 
most important. In fact, as a result 
of the consolidation of 1910, it now 
produces practically all the copper 
from the Butte district. Its produc- 
tion exceeds the entire Lake Superior 
group by nearly 63,000,000 pounds, 
and is about 2% times as great as the 
largest production expected from Utah 
Copper. 

The following table gives the net 
costs for the most important of these 
miscellaneous mines, as worked out by 
Mr. Steele from all available figures, 
and for as many years as is practicable 
in each case: 


MISCELLANEOUS GROUP FOR PERIODS 
ENDED 1912. 

Yield 
per 
ton, Ib. 
56 to 61 
about 77 


40 to 50 
21.2 


Total 
production, 
Lbs. 
1,076,913,905 

163,115,127 
80,613,141 
108,287,586 
133,218,126 
34,560,255 
121,677,650 
137,635,480 

16,058,493 


139,219,259 


Anaconda .... 
North Butte.. 6 
Tennessee .... 
Shannon 
gee 
Br. Columbia. 
Calu’et & Ariz. 
Sup’or & Pitts. 
Mason Valley. 
Old Dom’ion ; 5 
United Globe 
The following table summarizes 
copper costs for about one-half of the 
total world’s production for 1912: 
Lake group 205,636,620 Ib. at 10.58c. 
Porphyry group*.... 249,712,570 lb. at 8.83c. 
Miscellaneous group. 473,044,379 lb. at 9.6c. 


Total and average. 928,393,569 Ib. at 9.6c. 
Phelps Dodge Co.’.. 140,628,798 Ib. at 8.5 to 9c. 


Total and average.1,069,022,367 Ib. at 9.55c. 

*Deferred and construction charges not in- 
cluded, 0.261c. 

*Cost estimated. 

In regard to future costs Mr. Steele 
has this to say: 

“There is little prospect of the 
North American copper costing any 
less than it does today. The Lake 
district is not expected to increase its 
output; the district as a whole has 
reached its zenith and is now on the 
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decline. Great improvement has been 
made in the operating costs of this 
district, but this will only serve to off- 
set the decreasing grade of the ore and 
increasing depths of the workings. 
The same may be said of the mines of 
the miscellaneous group as a whole. 
The Anaconda, individually the most 
important factor in the copper indus- 
try, has recently completed improve- 
ments that will lower its costs, but it 
also faces the problem of securing its 
ore from greater depths than hereto- 
fore. There are some mines of this 
group that are expected to better their 
costs; on the other hand, some are 
now passing through the most favor- 
able stage of operating conditions. 
“The orebodies of the porphyries are 
by no means delimited, yet the maxi- 
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mum production to be expected from 
these deposits as they are known to- 
day is not much over 11,500,000,000 
pounds of copper. Economic condi- 
tions will necessarily limit the annual 
output from these mines. It is doubt- 
ful if it is materially increased beyond 
the capacity of their present plants. 
The minimum average cost of copper 
from this group will be about 9c. per 
pound. As a group they will rank 
among the low-cost producers, but 
their effect upon the cost of the world’s 
copper will be insignificant. 

“With the record of increasing cop- 
per consumption so evident there is no 
reason to believe the world could do 
with less than it is getting today. 
Statistical evidence points strongly to 
the need of new sources of supply.” 








The Scarcity of Copper 








ARLY in September the statement 
was made that the world’s supply 
of copper was only equal to eight 

days’ consumption. At no time in the 
last five years has the supply shrunk to 
such low a level. This situation is due 
both to the strike in the Michigan mines 
and a simultaneous increase in con- 
sumption. 

Authorities on the metal claim that 
herein lie the possibilities of a copper 
famine, with prices above 20 cents. 
They point out the financial strength of 
the Western Federation of Miners and 


the copper companies the organization is 
fighting, and say it will be a long drawn 
out battle. 

A study of the graphic is of deep in- 
terest to those holding Amalgamated and 


other copper stocks. In 1912 a 17%- 
cent metal market carried Amalgamated 
nearly to 90. 

The earnings of the principal copper 
companies at the various prices for the 
metal, on the basis of present or estimat- 
ed production are given below. For ob- 
vious reasons the Michigan mines are 
omitted. 


EsTiMATepD EARNINGS AT GIVEN PRICES FOR METAL. 
Dividend 


Amalgamated 
Anaconda 

Braden 

Calumet & Arizona 


mi 
Nevada Consolidated 
North Butte 
Old Dominion 
Phelps- 
Ray Consolidated 
Utah Copper 


19c. 
$12.87 
5.76 
1.11 
10.51 
7.27 
13.97 
4.83 
3.38 
6.26 
9.20 


° 


18c. 


$11.56 
5.14 
1.01 
9.63 
6.64 


17c. 
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COPPER SITUATION AT A GLANCE 
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The Equity in Reading Common 








HE figures given herewith were 
prepared shortly before the Su- 
preme Court handed down its de- 

cision in the suit against the Reading and 
other anthracite roads. The decision did 
not make any important change in the 
situation, so that the facts and figures as 
here given apply to present conditions. 
In view of the latest suit, recently filed 
by the government against the Reading 
Company, . the computation of assets 
herewith is of special interest. 

The liabilities of Reading Company (a 
holding. company) are $271,000,000 as 
follows: 

Bonds $131,000,000 

First preferred stock.. 28,000,000 

Second preferred stock 42,000,000 

Common stock 70,000,000 

The value of underlying equities 
would, of course, accrue to the common 


stock. 

Against this total of $271,000,000 
liabilities we find the following assets, 
the value of which we will attempt to 
approximate as enumerated: 

As of the report of June 30, 1911, 
$34,600,000 locomotives, engines, cars; 
and $3,700,000 sea tugs and barges. 

On this item the Reading Company 
received not less than $2,700,000 yearly 
from the Philadelphia & Reading Com- 
pany as rent of equipment, so that in 
view of the acknowledged conservative 
character of the method of accounting 
we may assume this item is not over- 
valued, as may be further evidenced by 
an appraisal by the company in their an- 
nual report together with a detailed in- 
ventory. , 

Then follows an item of $26,500,000 
for real estate and other equipment, 
which in view of the foregoing and the 
expensive terminal improvements may be 
considered fair. 

Further, we may find $20,000,000 
bonds of the Philadelphia & Reading 
Railroad Company and also $42,000,000 
of its stock; the latter has a value in ex- 
cess of this amount, and will be referred 


to hereafter as Equity No. 1. We have 


also items of $80,000,000 of bonds and 
stock in sundry companies; the bonds 
indicating a valuation of about 2 per 
cent. below par and the stock about 8 
per cent. above par; included in these 
items are $14,500,000 of Jersey Central 
stock hereinafter referred to as Equity 
No. 2, and $1,000,000 of Reading Iron 
Company, hereinafter referred to as 
Equity No. 3. 

The Reading Company has appraised 
its holdings of Philadelphia & Reading 
Coal & Iron Company at $8,000,000 of 
stock and $74,000,000 additional, the lat- 
ter representing advances made by the 
Reading Company to the Coal & Iron 
Company, to which reference will be 
made hereafter as Equity No. 4. 

With some minor asset items of cash 
bills receivable, there will be left an ex- 
cess of assets over liabilities aggregating 
some $22,000,000 as a surplus applicable 
to the common stock and equalling 30 
per cent. on the $70,000,000 common 
stock of the Reading Company. So that 
analysis of the Reading holding company 
indicates par for the common stock with 
a surplus of 30 per cent. thereon, sub- 
ject to a further investigation of the 
valuation of equities Nos. 1, 2, 3, and 4, 
which in this computation were taken 
at par. 

THE PHILADELPHIA & READING R. R. CO. 
EQUITY NO. 1. 

This road, running from New York 
City and Philadelphia, honeycombing the 
coal fields of Pennsylvania, was capital- 
ized at $20,000,000 until a few years 
ago, when the Reading Company in- 
creased its general mortgage by some 
$20,000,000 to retire an equal amount of 
bonds of the Philadelphia & Reading 
Railroad Company, and increased the 
stock of the Railroad Company to $42,- 
000,000; it may be observed with this 
hardly to be called exception that the 
capitalization of the Reading Company 
and its underlying roads, with respect to 
bonds and stock, has since 1900 remained 
practically unchanged. The bond and 
stock capitalization of this road per mile 
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is $90,000, which for a line of this char- 
acter looks conservative, against a sim- 
ilar capitalization per mile of $133,000 
New York Central, $173,000 Pennsyl- 
vania and $106,000 Lehigh Valley. 

In addition, the balance sheet shows a 
surplus of over $9,000,000, which is over 
12% per cent. on the $70,000,000 com- 
mon stock of the Reading Company, be- 
sides which the Philadelphia & Reading 
Railway Company, in line with the con- 
servative policy of the Reading manage- 
ment, has withheld dividends to the 
momentary disadvantage of the stock- 
holder, as is evidenced by the fact that 
some $20,000,000 during the last decade 
has been put into additions and better- 
ments and charged to income account 
and not capitalized. Last year the rail- 
road company charged over $3,000,000, 
and this year ending June 30, 1912, over 
$2,500,000 to operating expenses, al- 
though these sums properly belong to 
capital account; few roads could afford 
this comparison. Further, the road has 
set aside proper and liberal maintenance 
and equipment charges; increasing gen- 
eral haul efficiency, as the yearly appro- 
priations from 1909 to and including 
1912 substantially show, by way of com- 
parison, Lehigh Valley’s per mile main- 
tenance of way for 1911 is 2,528 against 
4,014 for Reading. 

The Philadelphia & Reading Railroad 
has earned on an average for the past 
four years over 12% per cent. on its 
present capital stock, and is now earning 
record figures and should therefore be 
easily worth $150 per share, which 
would mean an equity of 30 per cent. on 
the $70,000,000 of common stock of the 
Reading Company. 


CENTRAL R. R. OF NEW JERSEY—EQUITY 
no. 2. 


The Reading Company, as has been 
stated, owns 53 per cent. of the $27,436, 
000 par value of the Jersey Central Rail- 
road now selling at $380 per share. The 
Reading Company paid over $23,000,000 
for the $14,500,000 of stock at which 
latter figure it is carried on the books, 
a present profit of 57 per cent. on the 
Reading Company’s common stock. This 
valuable property (Jersey Central) owns 
all but a small minority of the Lehich 
& Wilkesbarre Coal Company, which 
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earned last year almost 27 per cent. on 
its $9,000,000 of stock, but only paid half 
of its earnings to the parent company. 

In the event that the Supreme Court 
should order a segregation, it is pre- 
sumed that this coal road would have to 
be distributed to the Reading stockhold- 
ers, through its proportion of Jersey 
Central holdings, or through a coal sales 
company similar to the Lehigh Valley 
Company, which would be worth in 
either case not less than 10 per cent. on 
the Reading common stock; this can be 
easily computed on the basis of the earn- 
ings of the Lehigh and Wilkesbarre Coal 
Company, as applied to a coal sales com- 
pany of approximately $13,000,000, of 
which the Reading Company would re- 
ceive $7,000,000 through its holdings of 
Jersey Central stock. No attempt has 
been made here to analyze the value of 
the Jersey Central stock, as the market 
value speaks for itself, but in the event 
that the Reading Company would have 
to part with its Jersey Central road, it 
is a quetsion whether the value of the 
coal sales company would not be addi- 
tional to the value of the Jersey Central 
equity, as computed above. 

Here it might be explained that the 
present litigation involving the anthracite 
roads promises to be brought to a final 
conclusion before the end of October. 
The question involves the construction of 
the so-called commodities clause of the 
Hevburn Act of 1906, which in substance 
makes it unlawful for any railroad to 
transport any commodities (except tim- 
ber) manufactured, mined or produced 
bv it under its authority or in which it 
maw have an interest, etc. 

The court held in a previous decision 
(not against the Reading Company) 
that if a railroad exercised its control of 
a mining companv so as to make such 
mining companv in substance a denart- 
ment of the railroad company, the prod- 
ucts of such mines could not be carried 
bv the railroad comnanv unless control 
was actually divested: this anplies so ob- 
viously to the Lehigh Vallev Railroad 
that it segregated its coal pronertv 
throuch the medium of a sales comnanv 
which hought coal at the mines and then 
shipped it. The point in doubt in the 
Reading case is that it is a holding and 
financing company and the railroad com- 
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pany is the Philadelphia & Reading Rail- 
way Company, which holds no stock in 
the coal company, the Philadelphia & 
Reading Coal and Iron Company, al- 
though the latter company is owned by 
the Reading Company. 

Under the decision referred to, it 
would appear probable that the Supreme 
Court would find that the coal company 
is actually controlled by the Reading 
Company, so that its finances and man- 
agement are dictated entirely by the 
parent company. This means the sep- 
arating of active operations of the Phila- 
delphia Coal & Iron Company (Equity 
No. 3) from the railroad by means of 
the “tissue-paper coal” sales company. 

The Philadelphia & Reading Coal & 
Iron Company’s account is represented 
by $8,000,000 capital stock liability and 
$74,000,000 owing to the Reading Com- 
pany, about which mention has been 
made; the assets consist of some $15,- 
000,000 cash items, etc., and the balance 
of assets is represented by about 80,000 
acres of anthracite coal, containing, as 
estimated, about 2,500,000,000 tons, over 
40 per cent. of the entire available an- 
thracite coal. 

The income amount of this road does 
not show up brilliantly on the account 
when it is considered that with an an- 
thracite business of about $35,000,000 it 
shows results from $1,500,000 profit to 
$12,000 deficit; upon a close examina- 
tion, however, the conclusion seems log- 
ical that the charges for some new work 
of some $15,000,000 since 1897 are to a 
great extent development work, as is 
some part of the fifteen to eighteen 
million dollars per year charged as ex- 
penses and repairs. 

Here again it would seem that income 
account is charged with constructions 
and capital account; this is further evi- 
denced by the fact that the coal com- 
pany’s tonnage has declined since 1908 
(excluding this year which promises to 
be exceedingly heavy), while its appar- 
ent earnings declined 37 per cent. The 
coal ‘company ships 10 to 30 per cent. 
more coal than Lehigh Vallev, which has 
distributed a $6,000,000 stock bonus, on 
which it will earn some $800,000 per 
vear, so that it is quite clear that Read- 
ing could distribute a $7,000,000 bonus 
and earn proportionately as much, which 
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should mean not less than a 25 per cent. 
dividend for the Reading stockholders. 
It is another instance of the conservative 
method of Reading accounting, as upon 
a fair estimate it is believed that the coal 
company has been earning $2,000,000, 
which is lost in new construction and 
development and never reaches the par- 
ent company so far as the accounting 
shows. 

It is not an improbability that the 
Reading Company may be forced to part 
with the title to the coal lands them- 
selves, in which event a much larger dis- 
tribution to the Reading stockholders 
will follow, as these coal lands are con- 
sidered of greater value than the anthra- 
cite coal lands of all the other roads com- 
bined; while it would be almost impos- 
sible to compute their value, it might be 
stated that the company receives 65 per 
cent. of the price of coal at tidewater at 
the mouth of the mines, which approxi- 
mates somewhat over $3 a ton. 

This is an additional indication as to 
whether or not a coal company of this 
magnitude must not be making substan- 
tial headway in the matter of earnings 
on this basis. Computing the two billion 
and a half tons, however, at 10 cents a 
ton, which in view of the increasing 
value of anthracite holdings ought to be 
conservative, the value of these coal 
lands will be approximated at a quarter 
of a billion dollars, still further reducing 
our estimate as to the market value of 
such holdings to $70,000,000, this would 
mean a dividend of 100 per cent. to the 
Reading stockholders. 

It is not impossible that the Reading 
Company should be compelled to divest 
itself of the Reading Iron Company 
(Equity No. 4), which is carried by the 
Reading Company at a nominal value of 
$1,000,000. The Iron Company paid 
$1,000,000 as a dividend in 1911 to its 
parent company; it has assets over $15,- 
000,000 equal to 15 per cent. on the 
Reading common stock. The iron com- 
pany. it is reported, is now negotiating 
for the sale of its interest in the Penn- 
svlvania Steel Company, valued at $10,- 
000,000. 

Tt is believed that the floating supply 
of the Reading is not large, as the Bal- 
timore & Ohio and Lake Shore each own 
$10,000,000 of the common stock, besides 
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large holdings of both preferred issues; 
it is also an accepted fact that leading 
capitalists have large blocks laid away 
for permanent investment. 

The Reading Company has earned on 
an average 12 per cent. on its common 
stock since 1906 (except last year when 
it earned 10 per cent.) including the 
additions and betterment charged off to 
income by the Philadelphia & Reading 
Railway Company, and could thus well 
afford to pay a larger dividend, but as 
has been observed, this is not its policy. 

Further conservation in this respect, 
it is believed, will no longer be followed, 
as the decision of the Government ought 
practically to determine for all time the 
status of the company’s holdings. If 
segregation, it would seem the stock- 
holder will receive profitable evidence of 
concealed equities; if the Government 
loses, the Reading Company can have no 
further reason for withholding increased 
returns to the patient stockholders. Tab- 
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ulated we find, from what has been said, 
as follows (These percentages are com- 
puted on the $70,000,000 common stock 
of the Reading Company) : 


Reading $70,000,000 Common Stock par 100% 

Surplus in Reading Company equal to.. 30% 

Equity No. 1—in Philadelphia & Reading 
R. R. Co. (excluding surplus of 10% 
on Reading stock in Railroad’s balance 
sheet.) 

Equity No. 2—Central Railroad of New 
Jersey (including a minimum of 10% 
on Reading stock in event of segrega- 
tion of Lehigh & Wilkes-Barre Coal 
Company.) 

Equity No. 3—Should coal lands be seg- 
regated through Coal Sales Company, 
25%; should coal lands themselves be 
segregated 

Equity No. 4—Reading Iron Company.. 15% 


30% 


332% 


In any event, it would seem that Read- 
ing’s value and equities have in no sense 
yet been reflected in the price of the 
common stock. 








The Story of a Successful Small Investor 


Starting Years Ago With One Share Purchases, He Is Now Making 
Big Interest on His Capital 


By RICHARD D. WYCKOFF 








(Continued from 


“Did you go into Allis-Chalmers?” 
I inquired. 

“Yes, I bought some of it around 1 
and paid the assessment of $10 a share. 
Then I bought some at 6 with all the 
assessments paid, so I got it for $5 a 
share less than my first lot. That was 
a very peculiar case. I never remem- 
ber one just like it. The company did 
not fail to meet its obligations, had 
a big business but lacked credit and 
good management. The people who 
re-organized it had a long fight, and 
you could see by the various overtures 
made that those who opposed the re- 
organization in the courts were stand- 
ing out. That’s why insiders kept the 
price down. However, the company 
has the property now and I am a be- 
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liever in its future. I expect to make 
money on it.” 

“No doubt you will,” I replied. “In- 
cidentally it’s the first in nearly twenty 
years that I remember a stock selling 
at less than the assessment.” 

“To use an old expression, the time 
to invest is when nobody wants them, 
and I don’t know when this is more 
true than when a stock is in a re- 
ceiver’s hands and being assessed. 
Just recall,” he continued, “how all the 
companies re-organized in 1893 to 1896 
came up in the years that followed. I 
have here,” said he, taking up a good- 
sized ledger, “a complete record of 
every transaction I ever made, and it 
makes very interesting reading. Here’s 
one Atchison adjustment 5 per cent. 
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bond that I bought at 583% in 1898 and 
sold the following year at 84%. I did 
much better than that in the stock, but 
this was a very small transaction—I 
bought it at 5%, paid the assessment, 
and a few years later sold the preferred 
stock (received for the assessment) at 
very nearly par. I almost got my as- 
sessment money back. Yes, it paid 
some dividends. The common stock 
I sold in the 1901 boom at 88%. 


“Here’s another little stock I used 
to make pay dividends—remember 
‘Nickel Plate’? It used to be a great 
one to work between 10 and 15. Then 
it ran up into the 50’s. My Northern 
Pacific account shows a purchase at 
4874 in 1900 and a sale above par the 
next year.. You see I was willing to 
wait for profits.” 

“Panhandle was another good one 
for me,” he went on. “I bought it at 
13 in 1897 and sold out at 62% in 1898. 
I should not have sold it then, but I’m 
always willing to take ‘big interest.’” 


“Some of the prices at which you 
sold do look pretty low now.” 

“They do, but no doubt I had good 
reasons for selling at that time. I 
could have kept a lot of stocks till now 
and my dividends every year would 
be almost equal to what I paid for 
them. You may think that it is better 
to take such dividends than to sell out 
and re-invest, but it is not. Suppose I 
had invested one thousand dollars in 
a certain stock ten years ago and the 
dividends paid now were just one 
thousand dollars a year, the market 
value being twenty times cost price. 
Don’t you see I could get twenty thou- 
sand dollars by selling? Then, if I 
could make 10 per cent. per annum 
on that, it would be twice as much as 
if I had held.” 


“Perfectly correct,” said I. “Tell 
me, have you any rule for deciding 
when to sell?” 

“No cut and dried rule. If I buy a 
cheap stock which seems to promise 
dividends or increased dividends I 
may hold it through good and bad 
times for fear if I sell it may not be 
able to get in as low again. In the 
case of that Erie I would take a fair 
profit whenever I got it because it 
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probably won’t pay a dividend for 
some time and therefore shouldn’t get 
above 35 or 40 in boom times. Under 
present conditions 30 is high for it. 
If the general market rises ten points 
in the averages, Erie would be theo- 
retically low at 30 and high at 40.” 

“In the case of a stock like Norfolk 
& Western, which rose from below 
Erie’s present price to the rank of divi- 
dend payer, as it approached par the 
chance to make two or three hundred 
per cent. disappeared. There’s ten 
times more chance for a stock to go 
from 20 to par as from par to 500. So, 
when I’ve ‘got what’s coming to me,’ 
I like to get back into the low-priced 
shares and try to do it all over again.” 

“Then I take it your quick turnovers 
of this year were not as characteristic 
of your work as your long-time opera- 
tions?” 

“Right,” said he, “I just gave you 
an example of some closed transac- 
tions. If you will come around a few 
years from now I'll tell you how I 
made out with the other things I 
bought; also with what I intend to buy 
probably some time this year.” 

“Do you think you will get them 
cheaper by waiting?” 

“T think so now (this was in July), 
but I may change my mind. There 
are a lot of things I want to see clearly 
before I load up. But I got a bunch 
of cheap ones in June, so if they don’t 
go down I can’t complain.” 

With his permission I took a mem- 
orandum of a few of the other most 
striking transactions recorded in his 
ledger, as shown in table on opposite 
page. 

“Do you ever use stop orders to pro- 
tect your profits?” I inquired. 

“At times when I think a stock has 
gone way beyond its value but seems to 
have power to go higher. Then I put 
a stop underneath it and keep raising 
it. In this way I sometimes get more 
than if I sold outright.” 

Thus ended my interview—one of 
the most interesting I had ever ex- 
perienced, for rarely is it possible to 
induce a successful investor to show 
you “the works” and still more seldom 
do you find one who has not only 
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Points Profit Percentage 


Sold. Less Com. of Profit. 


1900 
1898 
1905 


Bought. Price. Price. 
38 
27% 
80% 
16% 
30 


Beet Sugar 

Am. Can 

Am. Loco. : 
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found a productive method, but has 
the persistence to follow it for a long 
period of time. 

Looking over this account of his ex- 
perience we find the strong points of 
his plan to be as follows: 

Some cash always already for bar- 
gains. If you haven’t the money you 
can’t buy; hence you must always be 
prepared. By this method you are never 
invested “up to the hilt,” except in a 
panic. 

The point of view—trying for big in- 
terest instead of big profits. In the end 
they are the same, but your success is 
not so apt to carry you off your feet, and 
away from your original plan. 

Care in the selection of stocks in com- 
panies which are well managed and 
soundly financed, and which have future 
possibilities—stable, sure earners when 
conditions are right and not unduly af- 
fected in bad times. This is where ex- 
pert judgment comes in, as one unsafe 
investment would absorb what might be 
made on several other good ones. 

Distribution of risk by purchasing one 
thousand dollars’ worth of each of a 

‘number of different stocks. 

The use of low-priced stocks of merit. 
These usually grow more in proportion 
to their cost than the higher-priced 
stocks. 

Patience in waiting for bargains and 


253 


58 
63% 


1909 


more patience in waiting, for years if 
necessary, to secure liberal returns. This 
is the cornerstone of the whole proposi- 
tion, and no one who is not possessed 
of this essential qualification should at- 
tempt to operate in this way. It takes 
a man peculiarly fitted or trained for the 
work—one who has wide perspective. 

Outright ownership. No fear of loss 
through nervousness. This generates a 
feeling of security and the assurance that 
if a stock doesn’t recover this year it will 
later on. 

Elimination of unnecessary risks, such 
as loss of certificates in the mail, etc. 

Buying on value—not on tips or 
guesses. 

Large returns on amount invested. 
These include regular dividends on 
stocks which are making disbursements. 

The whole plan hangs upon (1) judg- 
ing when it is time to buy or sell, (2) 
the selection of the best stocks for this 
particular purpose, (3) patience. 

For while opportunities for quick 
returns frequently occur, the real basis 
of the method is the fact that in this 
country of a hundred million people 
there is a tendency for “little” stocks to 
become “big” so long as they are rightly 
managed. To buy right, then give them 
a few years for development, selling 
them out when they have reached matur- 
ity, seems the essence of investment 
wisdom, 











Earnings and Dividends 


The Position of Standard Stocks Viewed in Perspective 
By GEORGE C. MOON 








HEN St. Paul was put on a 5 per 
cent. basis early in 1912, it was 
hailed as the beginning of an 

era of general dividend cutting among 
our railroads. In some respects the out- 
look appeared to justify. the prophecy,’ 
but events have not turned out as badly, 
thus far, as many were led to believe 
would happen. But we do find that a 
number of dividend reductions occurred 
during the present year. Prominent 
among them were the changes in Illinois 
Central, New Haven, Chesapeake & 
Ohio and St. Louis Southwestern 
dividends. 

In three of the above instances 
the probability of the dividend being re- 
duced amounted practically to a certain- 
ty. An insufficiency of net earnings 
could be foreseen by close observers a 


long time ahead of the happening. 
But a mild sensation was created re- 
cently when the management of the “Big 


Four” railroad decided to omit taking 
action on the preferred dividend. With 
a splendid record covering 14 years con- 
tinuous payments of 5 per cent. on the 
outstanding $10,000,000 of preferred 
stock, this break in the regularity of 
payments was unexpected. The expla- 
nation officially advanced is that in- 
creased operating costs and loss of busi- 
ness through floods, etc., have made it 
impossible to continue the dividends for 
the present. The road is controlled by 
the Lake Shore through ownership of a 
majority of the common stock. In the 
unification of New York Central the Big 
Four will. take an important part. Per- 
haps the plans in contemplation there- 
with had something to do with the recent 
dividend action. 

The value of the information fur- 
nished by the graphics which are pre- 
sented in each of these articles becomes 
more apparent the closer they are stu- 
died. 

A continuation of the discussion of 
specific stocks with their correspond- 
ing graphics follows: 


UNION PACIFIC, 


WHEN viewed from the proper stand- 

point, the relation between net in- 
come and Union Pacific common divi- 
dends during the eight years covered by 
the graphic is very satisfactory. Even 
in the notoriously poor railroad fiscal 
year of 1912 the available surplus for the 
common stock was nearly 4 per cent. 
more than the amount needed to meet 
the dividends for the year. 

For the 1913 fiscal year which ended 
on June 30 last, a much better showing 
was made. The dissolution decree of 
the Supreme Court was handed down 
during this last named period, and con- 
sequently the revenue did not include a 
full year’s income from the company’s 
holdings of Southern Pacific stock. This 
makes the year’s results especially grati- 
fying hecause some apprehension had 
been felt that without this customary 
addition to income the dividends would 
be in danger. 

We hear less of this sort of talk since 
the last official figures of operating re- 
sults were known. It is more generally 
recognized that the future prospects of 
the system are not so dubious as was 
feared. The progress of Union Pacific 
under the Harriman regime was indeed 
marvelous. In 1898 the common stock 
was quoted at $16 a share, and in 1909 
it touched $219. During the same period 
cash dividends aggregating 62 per cent. 
were paid, thus affording those who held 
the stock for the eleven years an increase 
of 1,268 per cent. in the market value of 
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the shares, besides an average of about 
5% per cent. a year income on their par 
value. 

From the steps that have already been 
taken in obedience to the dissolution de- 
cree, it becomes reasonably clear that 
the company will emerge from its dif- 
ficulties with an earning power that 
should put at rest the fears of those who 
take a pessimistic view of the situation. 


COLORADO & SOUTHERN, 


OLORADO & SOUTHERN com- 
mon has two classes of preferred 
stock ahead of it and has never enjoyed 
much prosperity. For eight years im- 
mediately following organization, net 
earnings were inadequate to meet even 
the preferred requirements. In 1906 a 
small percentage was earned on common 
for the first time, and thereafter only a 
slight improvement was manifested until 
1910, when net made a considerable in- 
crease. As the graphic shows, earnings 
for that year made a high record. But 
the gain was fleeting and as will be seen, 
earnings dipped quickly from the peak 
which they then attained. The results 
for the fiscal year of 1913 were slightly 
better than in 1912, but are not very en- 
couraging at that. 

The management cannot be accused of 
serious extravagance in regard to the 
common dividends, for the initial divi- 
dend on that stock was not paid until 
December, 1908, and the rate was but 
2 per cent. Last December only one per 
cent. was declared. The first and second 
preferred stocks were put on a dividend 
paying basis in 1996 and 1907, respect- 
ively. 

Stocks of this character have a special 
attraction for people who delight in low 
priced shares. The earning prospects 
of Colorado & Southern should improve 
from now on. The Burlington parentage 
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is helpfui, and it is believed that Panama 
Canal traffic will eventually assist in put- 
ting the property on a better basis than 
it now enjoys. 
AMERICAN AGRICULTURAL CHEMICAL, 
A FEATURE of the operating results 
of the American Agricultural 
Chemical Company is that earnings in 
each year since 1893, when operations 
were begun under its present title, have 
invariably shown something to the credit 
of the common stock. But the man- 
agerial policy of allowing surplus net 
earnings to accumulate instead of being 
used for dividend purposes was rigidly 


adhered to until January, 1912, when the 
stock was put on a per cent. annual basis. 

In the meantime the company main- 
tained an unbroken dividend record for 
the preferred—the 6 per cent. dividends 


having been regularly paid. Prior to 
1906, which is the first year plotted in 
the diagram, the accumulated surplus, 
after meeting the payments on preferred, 
had grown to about $2,300,000. Years 
later when the initial dividend was de- 
clared on the common, the surplus 
amounted to $7,000,000. It was a tedious 
interval (almost 20 years) for the hold- 
ers of the common to wait for some re- 
turn. However, they were consoled by 
the knowledge that a considerable equity 
was being built up, and besides the com- 
pany had gradually acquired additional 
properties of great advantage to future 
operations, and in other respects had 
made favorable progress. 

The lines of the graphic show that 
earnings applicable to common ascended 
to a high record in 1910. That good sit- 
uation was only slightly lowered in the 
next year, but in common with other 
branches of industry net fell off in 1912. 
For the fiscal year ended June 30 last, 
net profits as a whole were about on a 





THE MAGAZINE 


"10 ‘ ‘12 ' 


parity with 1912, but an _ increased 
amount of preferred was then outstand- 
ing, which called for an additional ex- 
penditure of $400,000 to meet the 6 per 
cent. dividends on preferred. 

The drop in the relative position of 
earnings and the common dividends for 
1913 is thus accounted for. There has 
been keen competition among the fer- 
tilizer manufacturers in recent years and 
price cutting has told heavily on profits. 
There is, however, a strong probability 
that this will not be more disastrous 
hereafter than it was in the past. Com- 
petition is the most serious problem the 
company has to face. But in view of the 
increasing demand for its product the 
chances favor the outlook, although 
there are uncertainties associated with it. 

An issue of $10,172,000 of 5 per cent. 
bonds now outstanding have the right of 
conversion into preferred stock at par. 
If converted, this will increase the fixed 
charges ahead of the common, but prcb- 
ably not beyond a point which a natural 
expansion of business may be expected 
to provide for. 

DELAWARE & HUDSON. 


THs veteran among our corporations 
can trace back its original charter 


granted 90 years ago, for it was incor- 
porated as the Delaware & Hudson 
Canal Company in 1823—the name only 
being changed to the present one in 


1899. In point of length, as mileage is 
regarded in these days, it is not an im- 
posing system, operating only 870 miles. 
It is its importance through ownership 
of anthracite coal mines and properties 
that has given the road the high rank it 
occupies. The company’s holdings of 
unmined coal alone is estimated as being 
600,000,000 tons. 

In reckoning income, the official state- 
ments show that about 90 per cent. of 
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net income is derived from railroad traf- 
fic, the amount contributed by the coal 
sales department and received from 
other sources making up the balance. 
The volume of net, however, is large 
and the yearly results of a character 
that has made the stock a favorite in- 
vestment security. Looking backward 
for thirty years we find the company 
paid dividends continuously and at fair 
rates for the period, as such things were 
then measured. 

But coming down to the more recent 
times covered by the graphic, we can 
see the uniformity of yearly earnings 
and the satisfactory margin over the 9 
per cent. dividends now paid. The evi- 
dence of stability which is presented 
there may be accepted with confidence. 


AMERICAN HIDE & LEATHER, 


‘ 

THE graphic of American Hide & 

Leather preferred resembles a 
“hard luck” story. It unfolds a tale of 
woe which makes the taste of prosperity 
experienced in 1909. look wholly out of 
place in the picture. The enterprise has 
proven a disappointment from the be- 
ginning. Yet there are followers of the 
preferred stock who profess to believe, 
some substantial adjustment of the per 
cent. of unpaid cumulative dividends 
may be looked for some time. Unless 
matters change greatly for the better, 
the chances of realizing those hopes, at 
least in the near future, appear exceed- 
ingly remote. 

‘From date of organization in 1899, 
dividends were paid in only one year 
(1905) on the preferred stock, when 
three per cent. was distributed. As 
stated above, the unpaid dividends now 


‘ amount to a large sum, reckoned in 


money, on the outstanding $13,000,000 
of preferred stock. There are also 
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$5,500,000 of bonds outstanding, matur- 
ing in 1919, which rank ahead of the 
preferred stock and, of course, lessen the 
equity behind the stock. If a reduction 
in the tariff on leather should affect the 
company’s profits as adversely as is 
claimed by leather interests, another fac- 
tor looms up to add to the discouraging 
outlook. 


NATIONAL BISCUIT. 


ET earnings on National Biscuit 

common are shown by the graphic 

to have varied only slightly in any one 

of the eight years presented. A broad- 

ening of the margin over dividends will 
be noticed for the last three years. 

The company’s fiscal years end on 
January 31, and therefore the lines of 
the diagram which indicate earnings 
represent the net per centage earned on 
the common stock for twelve months 
ending on that date in each year. For 
the current twelve months it is estimated 
earnings will approximate about 11 per 
cent. on the common stock. 

If, as now seems probable, these fig- 
ures are realized, it will mean that a 
high record has been made. Earnings 
have been running upward for some time 
now, and their stability seems to be rea- 
sonably safe, hence an increase in the 
dividend rate would be within the bounds 
of propriety. Rumors of the intention 
of the management to put the common 
on a higher dividend basis have been in 
circulation for some time. Doubtless, the 
expected will happen in this particular 
instance. 

A continuous growth in the number 
of stockholders has resulted in a pretty 
wide distribution of the company’s 
shares. One interesting fact in this con- 
nection is that a large number of the 
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company’s employees are also stockhold- 
ers. This suggests an esprit de corps 
which makes for an operating efficiency 
beyond the ordinary. 


REPUBLIC IRON & STEEL. 


RETROSPECTIVE view of the 
position of Republic Iron & Steel 
common does not afford one a very en- 
livening spectacle. On several occasions 
in the past, the market course of the 
common stock suggests, expectations 
were had of the approach of some divi- 
dend distributions, but these hopes were 
never fulfilled. 

The graphic shows a great irregular- 
ity in the volume of net earned on the 
common stock, and it is therefore easily 
understood how the good results of some 
years supported such hopeful anticipa- 
tions. Nothing has been paid on the 
common issue since the company was 
organized in 1899. In fact, the dividend 
record of the preferred shows several 
gaps, and at present there is a small per- 
centage still due on that issue. 

Indications, however, point to the 
possibility of an improved status of the 
common hereafter. The company has 
its affairs under better control than here- 
tofore, and more satisfactory results 
should follow. It will help the iron and 
steel industry to have tariff matters dis- 
posed of, and no ill effects from revision 
are likely to be experienced by the com- 
pany in question. The company is well 
fortified with extensive mineral proper- 
ties and a plant that can turn out the 
various products advantageously. Should 
earnings on the common for the current 
year prove to be about 8 per cent. as is 
now estimated, it will revive faith in the 
future of the common. 
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Monthly Net Earnings 








T= table gives the returns of the principal railroads down to latest dates available, 
and should be studied in connection with the “Bargain Indicator,” which shows 
annual results, and the “Investment Digest,” where other details of earnings will often 
be found. 
Stock outstanding 
(in millions). 
Current Change from Fiscal yr. Change from —~--n 
month. last year. to date. last fisc. yr. Pref. Com. 
Atch., Top. & S. Fe F yj +$145,973 $2,859,044* +$145,973 193 
Atlantic Coast Linet 335,328 —63,262 335,328* —63,262 ee 
Baltimore & Ohio 2,692,809 + 300,398 2,692,809* + 300,398 
Boston & Maine 1,056,560 —177,601 1,056,560* —177,601 
Buff., Rochester & Pittsb... 325,979 +41,581 325,979* +41,581 
Canadian Pacifict 4,116,793 —331,384 4,116,793* —331,384 
Central of Georgia 161,519 —126,417 161,519* —126,417 
Central R. R. of N. J 917,570 —161,298 12,000,896* +1,461,937 
Chesapeake & Ohio 884,686 +19,852 884,686* +19,852 
Chicago & Altont 311,165 —26,252 311,165* — 26,252 
Chic., Burl. & Quincyt..... 1,257,127 +1,420,755 27,840,544* +5,190,184 
Chic. Gt. Western 321,103 +44,974 321,103* +44,974 
Chic., Mil. & St. Paulf 2,342,576 + 162,467 31,200,087* +9,199,916 
Chic. & Northwesternt 1,819,845 —7,237 1,819,845* —7,237 
Cleve., Cin., Chic. & St. L..July 206,645 —467,487 1,888,280 —1,697,680 
Colorado & Southernt. 268,328 +5,689 268,328* +5,689 Ist, 8; 2d, 8 
Delaware & Hudson 754,395 —389,009 4,297,105¢ +924,128 None 
Del., Lack. & Western 1,179,366 —177,603 1,296,969"  +2,736,347 None 
Denver & Rio Grandet.... 376,446 —98,064 376,446* —98,064 49 
Eriet 1,444,442 —133,825 1,444,442* —133,825 Ist, 47; 2d, 16 
Great Northern 2,390,460 +384,357 32,825,951* +4,275,898 209 
Hocking Valley 244,692 —15,371 244,692* —15,371 None 
Illinois Centralt 768,480 +153,715 768,480* +153,715 None 
Kansas City Southernt 243,710 —3,393 243,710* —3,393 21 
Lake Erie & Western 78,745 —14,546 605,389F + 34,698 11 
Lake Shore & Mich. So.... 1,602,447 —127,217 10,325,5107 +1,106,680 None 
Lehigh Valley 1,132,190 —268,106 1,132,190* — 268,106 eee 
Long Islandt 626,470 +68,063 1,442,203f + 264,559 None 
Louisville & Nashville 1,162,536 +61,281 1,162,536* +61,281 None 
Michigan Central 666,807 —133,165 5,442,682+ +437,132 None 
Minn. & St. Louist 194,439 —1,388 194,439* —1,388 5 
Minn., St. P.&S.S.Mariet.July | 478,754 —19,177 478,754* —19,177 12 
Mo., Kansas & Texast 732,405 +206,826 732,405* + 206,826 13 
Missouri Pacific 1,472,012 +22,918 1,472,012* +22,918 | None 
National Rys. of Mexico§..July 45,308 —1,255,130 45,308  —1,255,230 Ist, 57; 2nd, 240 
N. Y. Cen. & Hud. River..July 2,544,207 —147,773 16,045,173 +2,252,232 None 
N. Y., Chic. & St. Louis...July 128,254 — 20,204 1,352,610f —235,378 Ist, 5; 2d, 11 
N. Y., N. H. & Hartford...June 2,031,345 —173,252 21,386,164* — 1,442,883 None 
N, Y., Ont. & Westernt....July 353,925 —64,110 353,925* —64,110 None 


Norfolk & Western 1,287,678 , 1,287,678* —25,973 22 
Northern Pacific 2,076,982 * . 2,076,982* None 
pusaemvents Bes Bs ce enee uly 4,081,264 i 22,177,427t 4 None 
Pere Marquettet une def. 2,309 , 2,988,441* J 12 
Pitts., Cin., Chic. & St. Lt.July 2,738,154t 27 
Reading Companies uly 1,418,200* Ist, 28; 2d, 42 
Rock Island Li » A 1,216,795* 49 
Seaboard Air Linet uly +64,65 428,835* 23 

St. Louis & uly 69 56,372 1,404,691 * Ist, 4; 2d, 15 
St. Louis Southwestern. ..July 175,369* 19 
Southern Pacifict uly 3 068 2 3,417,068" —786,283 

Southern Railwayt y 1,227,945* —162,079 

Texas - ty, u 30,12 : 3,306,003 —358,924 

Tol., St. & Westernt.. 4,686 . +79,559 

Union Pavia’: ly —671,836 

Wabash 696,2 . +149,212 

Western Maryland ay . —712,189 10 
Wheeling & Lake Erie June 94,138 —162, 046 1,941, *309* —518,502 Ist, 4; 2d, 11 


“Fiscal year ends June 30. {Fiscal year ends Dec. tNet earnings are after deducting taxes, 
These results are in Mexican currency. Tinclodes Chie. * Mil. & Puget Sound. 
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HE items below are condensed from leading financial and investment publications 

and from official sources. Neither “The Magazine of Wall Street” nor the authori- 

ties quoted guarantee the information but it is from seurces considered trustworthy. 

We endeavor to present in a few words the essential facts in regard to each company. 
For additional earnings, see also “Bargain Indicator” and “Monthly Net Earnings.” 


Allis-Chalmers. — WILL CONCEN- 
TRATE its manufacturing plants at Mil- 
waukee, moving part of its Chicago works 
and taking 800 to 1,000 men to the Mil- 
waukee plants. 


American Beet Sugar. — FUTURE 
DOUBTFUL.—Co. has marketed all of the 
530,000 bags of unsold sugar carried over 
from last yr., which amounted to nearly 
¥% of 1912 production. Prices obtained were 
fully as good as inventoried in the March 
31 balance sheet. It will be necessary for 
the sugar tariff to get into operation before 
the exact effect on the Co. can be estimated. 
Of course, 5% divs. on the com. stock can- 
not be resumed under free sugar. Probably 
— factories will not be open at all this 

but the Cal. plants should be able to 
aake some money even on low prices. 

Probably 1913 crop will be larger than 1912 
but a much smaller crop in 1914 is prac- 
tically certain. 


American Agricultural Chemical.—COM- 
MON DIVIDEND EARNED with fair 
margin of safety in fisc. yr. ended June 30, 
in spite of the fact that the yr. was a very 
poor one for fertilizer Cos. Balance for 
com. was 5.2% against 7.3% in 1912, 9% in 
1911 and 10.5% in 1910, the last being the 
record yr. Since 1910 Co.’s working capital 
has increased from $18,000,000 to $24,000,000, 
but as result of increase in pfd. stock $423,- 
000 more was paid in divs. last yr. than in 
prev. yr. It is hoped that fertilizer trade 
may now get into a more healthy condition, 
with less competition so that profits may 
improve. 


American Can. — BACK DIVIDEND 
PROSPECTS.—According to present plans 
nothing will be declared toward back divs. 
for the present. Corn crop is small and the 
fish pack i in Vancouver has been disappoint- 
ing. Co.’s div. and interest distributions are 
$2,000,000 yrly., greater than a yr. ago, but 
Co. is expected to earn over $8,600,000 
against $7,500,000 last yr. This would leave 
nearly $4,000,000 after regular pfd. divs., so 
that Co. could well afford to pay off part of 
the 834% back divs. on pfd. if desired. 
Daniel G. ay will not be home from Europe 
until October 1 


American Car & Foundry.—FOREIGN 
SALES OFFICES will be established in 
large European cities and in the principal 


So. American ports and Co. will begin an 
active campaign for foreign business. Ini- 
tial step is incorporation in Dela. of Am. 
Car & Foundry Export Co. New construc- 
tion and additions out of earnings amounted 


to $4,899,000 last fisc. yr. 


American Cities). — PROPOSED 
MERGER.—Reported that merger with 
United Gas & Electric is under considera- 
tion, but not confirmed. This would mean 
grouping of Street Railway and Electric 
Lighting properties in New Orleans, Mem- 
phis, Little Rock, Birmingham, Houston, 
Knoxville, Hartford, Conn., Buffalo, Elmira 
and Lockport, N. Y., Altoona, Wilkesbarre 
and Lancaster, Pa., Bloomington, IIl., and 
Leavenworth, Kan. 


Atlantic Coast Line. — INCREASED 
FREIGHT REVENUE was the feature of 
1913 yr. Increase over 1912 was 8.96%, 
while increase in passenger revenue was 
6.16%. These increases compare with gains 
of 4.13% for freight in 1912 and 8.9% for 
passenger. Total gross increase this yr. 
8% compared with gain of 6% in 1912, but 
operating expenses consumed 68.1% of gross 
in 1913 against 67.3% in 1912, so that net 
earnings were only 5%% better than 1912. 
Balance for com. divs. will probably be 
about 11% against 11.9% preceding yr. 


American Hide & Leather—1913 GROSS 
INCREASED 12%, but this was chiefly due 
to higher selling prices of leather, which 
are largely offset by higher prices paid for 
hides and skins. or last 2 yrs. Co. has 
earned over 3% on pfd. stock, but divs. are 
eae now expected until the maturity of 1919 

onds. 


American Ice—NINE MO.’S_ EARN- 
INGS ended July 3 indicate that full fiscal 
yr. ending Oct. 31 will show 10% on pfd. 
stock against 2.5% in 1912. If present plans 
go through, Co. will increase artificial ice 
capacity in N. Y. City 180,000 tons yrly., 
with 2 more large plants on Washington 
Heights and in lower Manhattan. In 1904, 
not over 20% of ice sold in New York was 
artificial; now 65% and with 2 new plants 
70%. This has. permitted increased earn- 
ings which would have been impossible on 
natural ice. 


Locomotive—E ARNINGS 
for 1913 were largest since 1907, when the 
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record figure of 18.4% was reached. The 
contrast between 17.7% for 1913 and 0.47% 
in 1912 is marked. Surplus earnings in- 
vested in the business since Co. was formed, 
over and above expenses, ordinary mainte- 
nance and divs., have amounted to about 
$100 a share on the com., if 1913 earnings 
of $17.70 are included. However, there have 
been some offsetting losses, as in the dis- 
mantling of the works at Scranton and re- 
cently in the abandonment of the automo- 
bile and motor branch of the business. It 
is stated that losses in this department last 
yr. were at least $1,000,000 following a loss 
of $700,000, the prev. yr. This would equal 
4% on the com. stock. The Co. has now 
created a reserve of $2,300,000 out of sur- 
plus to meet any further losses incurred in 
liquidation of automobile department. 


American Malt—MERGER between 
Malting Co. and Malt Corporation will leave 
capitalization of latter the same as at pres- 
ent, merely effecting greater economies, 
making it an operating instead of a holding 
Co. Present owners of Corporation stock 
will hold the same certificates. 


American Public Utilities—NINE MO.’S 
BUSINESS shows excellent results. Sur- 
plus for com. stock was at annual rate of 
9.3%. Earnings of sub-cos. continued to 
show satisfactory increases. Gain in net for 
9 mos. was 17% against a gain of 13.9% 
in gross. Co. serves a growing population 
of about 10,000 with gas, electric light and 
power. 


American Smelting & Refining —EARN- 
INGS FIRST HALF OF YEAR were 
4.12% on com. against 4.76% in same period 
of 1912. Apparently 1913 will show com. 
4% div. earned twice. Noticeable that earn- 
ings have been maintained in spite of Mexi- 
can troubles. This is because Co.’s heavy 
expenditures on its properties in U. S. are 
now bearing fruit. Depreciation and 
amortization charges were cut during the 6 
mos. from $1,209,000 in 1912 to $588,000 in 
1913. Had depreciation charges been the 
same as last yr. balance for com. would 
have been only 2.8%, In 1912 earnings were 
so satisfactory that Co. felt justified in writ- 
ing off $3,000,000 to depreciation and heavy 
charges will also be made this yr. if earn- 
ings permit. 


American Steel Foundries. — NOW 
EARNING four times its 2% div. rate. 
Orders on the book will carry the Co. into 
the fall running at capacity. A few mos. 
ago volume of unfilled business was largest 
in history with one exception. 


American Telephone & Telegraph.— 
TOTAL STATIONS number 7,800,000, an 
increase of over 100% in 6 yrs. Gain for 
1913 will be about 10%, which will mean that 
in the U. S. there are 8.3% stations per 100 
inhabitants, while in Gt. Britain there are 
only 1.5 and in Germany 1.8. The Sept. 1 
payment on convertibles authorized in Jan. 
eng only $4,500,000 cash, owing to 

eavy payments in full last Feb. In a re- 
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cent statement, Pres. Vail says: “We believe 
that any surplus beyond that necessary to 
equalize divs. on a fair basis should be used 
by the Co. for the benefit of the public and 
should be inalienable for any other purpose, 
and should be either invested in revenue- 
earning plant until poseeeeny to substitute 
plant which may become inadequate or 
obsolete; or should be used to make the 
service cheaper or better.” There has been 
remarkable readjustment of capitalization 
under present management of Bonds 
now represent only 24% of total against 
54% in 1907. At the same time Co. now 
has $109,000,000 more securities in hands of 
investors than in 1907 and the Bell system, 
as a waete in 5 yrs. from Jan. 1, 1908, to 
Jan. 1, 1913, increased capital obligations 
held by public by $193,473,000, an average 
of $40,000,000 yrly. From now on Bell sys- 
tem should be able to get along with $25,- 
000,000 new money yrly and bulk of it will 
be raised directly by Amer. Tel. Co., which 
can get new cash %4% or 1% cheaper than 
its sub-Cos. 


American Woolen.—INCREASED OP- 
ERATIONS have brought large mills up to 
70% of capacity, so that operations are now 
getting back to normal, but there is not 
much net profit in present business. This 
yr. will be one of readjustment and liquida- 
tion of goods and wool, and hence relatively 
poor earnings. 


American Writing Paper.—PRES. CALD- 
WELL SAYS: “At a meeting of Executive 
Committee advances in price of rags and 
pulp and in cost of labor were discussed. 
Co. has reserve funds which might be ap- 
plied to divs., but in view of slackened 
trade, committee recommended that Oct. 
div. be passed.” Earnings in 1912 were 
2.7% on pfd., 2.1% in 1911 and 1.8% in 1910. 


Atchison, Topeka & Santa Fe.—EARN- 
INGS last fisc. yr. were about 9% figured 
on stock drawing divs. during yr., or about 
8% on com. stock now outstanding as a 
result of bond conversions. This result was 
exceeded only in the yr. 1909; when 12% 
was earned, but with a much smaller amount 
of stock outstanding. During 5 yrs. up to 
1912, about 1,300 miles of new road were 
added to system, but expansion now ap- 
pears to be completed for some time to 
come. Less than 3% of Atchison’s total 
tonnage comes from corn and the per cent. 
of gross revenues is still less. However, 
damage to corn will affect movement of 
live stock and general merchandise. Texas 
cotton crop promises well, also Cal. fruit. 
Officials expect traffic this fall to be prac- 
tically equal to that of last yr., which was 
very satisfactory. 


Atlantic Gulf & West Indies. —IM- 
PROVED EARNING POWER has en- 
abled Co. to show twice the interest on its 
collateral trust bonds. On basis of first 
5 mos. of 1913, gross for the yr. should be 
over $19,000,000 against $18,026,000 in 1912 
and $16,404,000 in 1910. Increase in gross 














revenue has not halted since present con- 
trol of Co. in 1908. However, if business 
should fall off in last half of yr., above 


figures might be lessened somewhat. At 
present, pfd. is earning between 4 and 5%. 
At least $6,000,000 and perhaps $8,000,000 
has been turned back into the property 
through direct charges against depreciation, 
etc. This is an important factor now in 
permitting increased earnings. 


Baldwin Locomotive—EARNINGS 7 
MOS. of 1913 indicate about 12% on com. 
stock for full yr. against 11.4% in 1912. Co. 
is now building a big locomotive plant in 
Chicago. This expenditure will probably 
be taken out of current resources, so that 
stockholders will have to content them- 
gelves with the present 2% div. The Chi- 
cago plant will increase Co.’s capacity, as 
the Philadelphia works will continue busi- 
ness on the same scale as heretofore. 


Baltimore & Ohio—CASH BALANCE 
of Co. June 1 was about $7,500,000 after 
payment of $50,000,000 maturing obligations 
on May 31. Quick working assets after 
June 1 disbursements were $28,800,000, or 
about $5,500,000 over current liabilities, 
making no allowance for $10,484,000 sup- 
plies and materials on hand and about $14,- 
000,000 treasury and marketable securities 
which Co. designates as “free and quick 
assets.” 


Bethlehem Steel—CONTRACTS FOR 
FLEET of steamers for transporting ore 
from Chile have been postponed, for rea- 
sons unknown. Earnings of Co. first half 
of 1913 are understood to have been 25% 
better than 1912, which would mean about 
11% yrly. on com. stock. Co. has recently 
added to its holdings the Chile ore prop- 
erties, estimated to contain 100,000,000 tons 
of high-grade ore, also the Titusville Forge 
Co., costing $500,000, and the Fore River 
Shipbuilding Co., of Quincy, Mass. 


Boston & Albany—DEFICIT FOR 
YEAR was about 000, which will be 
shared equally by the New Haven and the 
New York Central. Prev. yr.’s deficit was 
$36,000. Equipment and maintenance of 
way _expenses increased this yr. Steel 
diners were placed in service recently on 
the through expresses and 20 steel cars 
have already been introduced into its regu- 
lar fare trains. 


Boston & Maine.—PROFITS DISAP- 
PEARED during last fisc. yr. Expenses 
increased $3,000,000, while gross gained only 
$2,500,000. Since 1910, maintenance has in- 
creased 23%, fixed charges 23% and trans- 
portation expenses 21%. Cost of running 
trains alone is almost 48% of gross against 
44% in 1910. 


Brooklyn Rapid Transit—YEAR ended 
June 30, surplus for divs. increased $773,- 
000 over prev. yr. Gross earnings were 
$24,152,000, an increase of $925,000. 


Buffalo, Rochester & Pittsburgh—IN- 
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CREASED MAINTENANCE was a fea- 
ture of the 1913 yr. Gain over 1912 was 
30% in maintenance of way and 20% on 
equipment. Transportation expenses were 
also 14% higher. As a result, net working 
capital on June 30 was down to $1,312,000 
against $4,420,000 preceding yr., materials 
and supplies not included. Gross business 
gained 15% over prev. yr. and total freight 
tonnage increased 16.7%. Nearly 70% of 
tonnage was coal and coke, about the usual 
proportion. Out of $1,237,000 increase in 
gross, only $203,000 was preserved for net. 


California Petroleum.— PASSING OF 
DIVIDEND of 14% qtrly. was not a sur- 
prise. In fact, it had been feared that di- 
rectors might also skip the 134% on the 
pfd., but this was paid. Co. has met un- 
expected difficulties in drilling new wells, 
requiring heavy expenditures, and condition 
of money market did not favor borrowing 
for the purpose. Production and sales have 
equaled expectations—480,000 bbls. in Aug. 
against 475,000 in Oct., 1912, first mo. of 
Co.’s existence. Total divs. paid this yr. 
have been $1,241,000. Deducting this from 
estimated net earnings of $2,100,000 leaves 
balance before depreciation of $858,000. 
Output has been approximately 5,700,000 
bbls. and figuring the depreciation charges 
at 10c. a bbl. would still leave balance for 
Co. of $472,000 for the yr. from which fur- 
ther development money could be taken if 
required. 


Canadian Pacific—NET EARNINGS for 
fisc. yr. ended June 30 were $46,245,000 
against $43,298,000 in 1912. Gross was 
$139,395,000 against $125,319,000 in 1912. 
Surplus above divs. was $18,310,000, not 
including $6,598,000 from interest on hand, 
sales and other extraneous assets. Co.'s 
lands are now estimated at $15.77 per acre 
against $15.85 in 1912. In 1902 only $3.29. 
Irrigated lands now estimated $48.88 per 
acre against $44.25 in 1912 and $24.71 in 
1909. 


Carolina, Clinchfield & Ohio.—A MODEL 
ROAD. This Co. operates 240 miles from 
Dante, Va., to Spartansburg, S. C., and is 
used as a model for working out the theories 
of a group of New York millionaires. 
Every modern improvement as to road bed, 
gates. equipment, etc., has been introduced. 

uilding over highest part of the Appala- 
chians to reach the Cumberland coal fields, 
maximum grade has been reduced to 1% 
by tunnels, fills and cuts, so that 100 fifty- 
ton cars can be hauled in one train. Last 
fisc. yr. it cost 17.5% of gross to move traffic 
and total operating ratio was 42.5%. Road 
is earning $12,000 gross per mile and in 3 
yrs. it is predicted that it will earn $20,000. 
Stock is all owned by Cumberland Cor- 
poration and a group of millionaires owns 
this, which also owns the Clinchfield Cor- 

- controlling 300,000 acres of coal 
and. 


Chesapeake & Ohio.—DIVIDEND RE- 
DUCED from 5% to 4% yrly. Co. now has 
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6,100 shareholders against 5,100 last March. 
Co. Must provide for $28,500,000 notes 
maturing June 1, 1914, and would undoubt- 
edly like to sell some of its first lien mort- 
gage 5% bonds, of which $125,000,000 have 
been authorized but none sold. Over $30,- 
000,000 of them have been issued and used 
as collateral for the notes which mature 
next yr. 


Chicago & Alton—OPERATING REV- 
ENUE 12 mos. ended June 30 increased 
$719,000 over 
decreased $1,289 


Chicago & Eastern Illinois —EXTEN- 
SIVE BETTERMENTS are planned, an 
appropriation of $3,000,000 having been 
made for general improvements, including 
new locomotives and other equipment, 
facilities at repair shops, steel rails, enlarge- 
ment of round houses, yard tracks, new 
tanks, coal chutes, freight houses, etc. 
Second main track on the Chicago-St.Louis 
line will be completed as rapidly as pos- 
sible, with 100 Ib. rails. 


Chicago, Milwaukee & St. Paul—JULY 
EARNINGS were enough to meet all 
charges and divs. Gross increase $350,000, 
but net operating income fell off $163,000, 
owing to higher maintenance allowances— 

2,000 increase for way and structures and 
$58 000 increase for equipment. Trans- 
ortation costs increased about $150,000. 

ouble tracking on the Hastings & Dakota 
division is progressing and building of 
feeders for Puget Sound division is being 
continued. 


Chicago & Northwestern.—OPERATING 
REVENUE for 12 mos. ended June 30 in- 
creased $9,337,000 over prev. yr.; expenses 
increased $5,550,000 and the operating in- 
come gained $3,656,000. 


Cities Service Co—TWELVE MOS.’ 
EARNINGS increased $354,000 and surplus 
rose to $369,000 against $276,000 a yr. ago. 


Cleveland, Cincinnati, Chicago & St. 
Louis. — PREFERRED DIVIDEND 
PASSED owing to heavy expenses on ac- 
count last spring’s floods and other increased 
costs. This stock had paid 5% yrly. since 
1891, except 1897, when only 34% was 
paid. (Contr. by N. Y. Central.) 


Consolidated Gas (N. Y.)—ADVANCES 
TO N. Y. EDISON since June 1, 1907, by 
Consolidated Co., have totaled $30,000,000, 
as brought out by the accountant who went 
over books for Public Service Commission. 
Of this amount, Edison Co. has repaid $14,- 
200,000 in cash from current earnings, leav- 
ing $15,800,000 to be paid by issue of stock. 

Corn Products.—PRICES ADVANCED 
30c. per 100 Ibs. during Aug., following the 
upward tendency in corn. 

Crucible Steel—ESTIMATED EARN- 
INGS for fisc. yr. ended Aug. 31 are about 
$4 000 against $4,080,000 in 1912, Full 
yrly. report not yet out. 


peer. yr.; total income 
,000. 


THE MAGAZINE OF WALL STREET. 


Delaware & Hudson—RECORD GROSS 
EARNINGS are indicated by returns for 6 
mos. and net will probably exceed all prev. 
yrs. Feature is steady growth of general 
merchandise traffic, gain first half of 1913 
being nearly 8%, largely due to increasing 
business with Canada. Passenger business 
gained 8%. 


Delaware, Lackawanna & Western.— 
SHORTENING OF LINE New York to 
Buffalo by grade reductions and elimination 
of curves between Scranton and Bingham- 
ton, is 25% to 30% completed. Total ex- 
penditures for this purpose will be $15,000,- 
000 within 18 mos., of which $4,000,000 has al- 
ready been spent. Co. proposes to pay 80% 
of this expenditure with proceeds of the 
$12,000,000 new stock issued to stockholdéts 
at par. So far 50% of subscription has been 
called, and Aug. 1 $2,000,000 from subscrip- 
tions still remained on hand. Stockholders 
will probably not be called for remaining 
50% until next yr. Directors expect to con- 
prone paying 20% yrly. on all outstanding 
stock. 


Denver & Salt Lake—RECEIVERSHIP 
of the old Denver Northwestern & Pacific 
has been wound up and new Co. is in con- 
trol. All claims are in course of adjustment. 


Detroit Edison—PROBABLE EARN- 
INGS for current yr. will be nearly 10.5% 
on stock. Gross for 7 mos. ended July 31 
increased 27.6% and net gained in the same 
proportion. 


_ Erie—FIVE LOCOMOTIVES, largest 
in the world are being built for Co. at 
Lima Locomotive Works for passenger 
service, Jersey City to Susquehanna, cost- 
ing $40,000 each, of Pacific type, built for 
speed of 100 miles an hour. One has been 
delivered. Co. sold $2,120,000 notes to New 
York and Philadelphia syndicate recently. 
During last 10 yrs. Erie has carried 303,- 
= passengers without loss of life or 
imb. 


Federal ee. & Smelting —ELEVEN 
MOS.’ EARNINGS ending Aug. 31 equalled 
7%2% on pfd. stock, which now pays 6% 
yrly. Lead has advanced to $475 against 
average for past 6 mos. of about $4.38. Now 
only 14% back divs. due on pfd. 


General Electric—INCOMING BUSI- 
NESS is practically equal to capacity and 
enough busines is in sight to run plants 
balance of yr. This represents, however, a 
considerable falling off from first 6 mos. of 
1913, which set a new record for orders. 
Total orders for 1913 should equal $110,- 
000,000 against $103,000,000 in 1912 and a 
larger per cent. on stock than the 12.4% 
earned last yr. is expected. 8 mos.’ sales 
have been 15% ahead of 1912, with selling 
prices better, but some decline in manufac- 
turing profit. 


General Petroleum.—RUMORS OF AS- 
SESSMENT are probably unfounded. Mat- 
ter has been discussed but there is no 
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immediate intention of assessment. Co. 
now has other methods of getting funds if 
needed for new acquisitions or construction. 
In addition to bonds and notes, $50,000,000 
com. stock has been authorized, of which 
only $34,814,000 is outstanding. 


Goodyear Tire & Rubber. —INCRE ASED 
SALES are running 40% over a yr. ago and 
officials believe that 1913 will total $35,- 
000,000 against $26,000,000 in 1912. 


Great Northern —ESTIMATED GROSS 
for Aug. was $179,000 less than Aug., 1912, 
following 2 yrs. of practically unbroken 
gains in monthly earnings. Officials pre- 
dict that the gross for current fisc. yr. will 
be considerably in excess of last yr. 


Hocking Valley —INCREASE OF DIVS. 
to 8% basis, compared with 7% previously. 
Chesapeake & Ohio, owning about $8,828, 

H. V. stock, is chief beneficiary. The addi- 
tional 1% means $88,000 to Chesapeake 
yrly. 

Hudson & Manhattan—PRES. FISK 
says: “Co. is beyond all danger of further 
financial trouble. I expect increasing busi- 
ness and from now on we shall be able to 
operate on rock bottom.” Traffic for Aug. 
averaged 141,000 daily, a substantial increase 
over last yr. 


Illinois Central—ANNUAL REPORT 
will show fully 6% on stock. Management 
expects but little loss from drought, prin- 
cipally in Southern Illinois, Indiana and 
Western Kentucky. Corn is good, espe- 
cially in the North. 


Inland Steel—RUMORS OF MELON 
within next 6 mos., provided business con- 
tinues good. Co. is owned by a small group 
of men who organized it, and is earning 
about 22% on stock. 


Interborough Rapid Transit—GROSS 
EARNINGS in Aug. gained only $586 per 
day, one of the smallest increases of any 
mo. in several yrs. July gain was $2,400 
per day and June $3,179. Evidently New 
York has been unusually dull this summer. 


International Smelting & Refining.— 
NEW PLANT will be erected in near future 
to handle concentrates of Miami and In- 
spiration Copper Cos. in Arizona. This will 
give Co. 90,000,000 Ibs. of additional copper 
to smelt and refine. 


Kansas City, Mexico & Orient.—REOR- 
GANIZATION COMMITTEE has pre- 
pared a practical plan and has applied to 
court in Kansas City for decree of fore- 
closure with a view to buying in the prop- 
erty. Owing to disturbed conditions in 
Mexico, no report has been obtained on 
Co.’s Mexican lines. About 237 miles have 
been completed in Mexico and 742 miles in 
U Mexican lines will be left in hands 
of Mexican receivers until further con- 
struction there is considered safe. Re- 
ceivers’ notes and certificates amounting to 
$2,617,000 have been sold, charged on line 
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in U. S. Bonds to amount of $18,276,000 
have been deposited with committee. 


Lehigh Valley —SURPLUS FOR YEAR 
ended June 30 was about 14.5% on stock 
against 11.2 prev. yr.; operating ratio 67% 
against 62.1% in 1912. Increase in ratio is 
attributed by Pres. Thomas to higher rates 
of wages in all branches and higher price 
of materials. 


Loose-Wiles Biscuit—NET EARNINGS 
6 mos. ended June 30 were $359,000 against 
30,000 corresponding period of 1912. 
Gross sales for 6 mos. increased about 16%. 


Louisville & Nashville—NET EARN- 
INGS for fisc. yr. ended June 30 were $12,- 
913,000 against $14,722,000 in 1912, and were 
smallest since 1908. This was because ex- 
penditures for maintenance of way were 
25% higher and maintenance of equipment 
11.4% greater. Gross earnings were 5.7% 
larger. In fact, maintenance charges for 
1913 were 4% of gross higher than trans- 
portation costs—a record shown by few 
roads. About 11.8% was shown on stock 
against 15.9% in 1912. 


Minneapolis & St. Louis—NET EARN- 
INGS yr. ended June WO increased $1,173,- 
000 over prev. yr.; gross increased $1,880,000. 


Minneapolis, St. Paul & Sault Ste. Marie. 
—LARGEST GAINS on record were shown 
for yr. ended June 30, Sore being $21,410,000 
against $17,105,000 in 1912. Net after taxes 
was $8,015,000 against $6,396,000 in 1912, in- 
crease of 25.3%. Co. will show largest per 
cent. ever earned on the stock. In 1912, 
earnings were 13.5% on stock. 


Missouri, Kansas & Texas. —EARNINGS 
ON COM., yr. ended June 30, were 2.8%, 
or $1,797,000 against a deficit of $502,000 in 
1912. In past few yrs. Co. has strength- 
ened its resources and position in Texas, 
where most of its extension work has been 
done. Plans were made for continued ex- 
pansion but suit by Attorney-General of 
Texas charging violation of State Anti- 
Trust Law | asking penalty of $15,000,- 
000 has prevented management from push- 
ing the work. 3 mos. ago officials were 
predicting that gross for current fiscal yr. 
would be 10% better than last yr., but owing 
to effects of drought Pres. Schaff will now 
be satisfied to equal last yr. 


Missouri Pacific—FAILURE OF FRUIT 
CROP and severe damage to corn are dis- 
turbing factors in Co.’s territory and re- 
duced rates are also having some effect. 
For 2 mos. of current yr. gross earnings 
were $371,000 behind last yr., but were $1,- 
227, ahead of 1911 and $1,560,000 greater 
than 1910. 


Mobile & Ohio—YR.’S EARNINGS 


ended June 30 show 11.2% on stock, com- 
pared with 7% in 1912. 


National Biscuit—NEW HIGH REC- 
ORDS for volume of sales were made in 
each of the 3 mos., May, June and July. 
1913 is second successive yr. of large ex- 
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pansion. Balance on com. will probably 
exceed prev. yr., which was 9.6%. Some 
estimates are as high as 12%. New plant 
on 11th Ave. in New York is being increased 
40% to 50% at expenditure of about $2,000,- 
000 out of current resources. 


National Railway of Mexico.—DIV. 
PASSED on first pfd. stock, heretofore 4%. 
Advices have been received from Mexico 
that government has agreed to provide 
whatever money may be needed to meet 
Co.’s Oct. 1 interest obligations. Conclusion 
is drawn that government's financial con- 
dition is improving and more settled condi- 
tions are hoped for. 


New York Air Brake—EARNINGS for 
7 mos. are far ahead of 1912 and orders are 
booked several mos. in advance. 


New York Central—NET EARNINGS 
for 1913 will probably exceed 1912 when 
6.2% was shown for the stock, in spite of 
the fact that fixed charges this yr. are about 
$1,500,000 above 1912, of 2/3 of 1% on 
stock. Lake Shore will earn as much or 
more than the 33% on its stock shown in 
1912. It now pays 18% and N. Y. C.’s share 
of undivided yrly. earnings is over $6,000,- 
000. N. Y. C. has sold $5,000,000 l-yr. notes 
to J. P. Morgan & Co., and nearly all have 
been sold by that firm on a 5%% basis. 


New York Edison—SEMI-ANNUAL 
STATEMENT ended June 30 shows bal- 
ance equal to 7% on stock. Co. recently 
applied to Public Service Commission for 
permission to issue $15,800,000 additional 
stock with which it proposed to retire an 
equal amount of the demand notes held by 
Consolidated Gas (which owns entire capi- 
tal stock of N. Y. Edison). 


New York, New Haven & Hartford.— 
BOND ISSUE of $67,000,000 is all-impor- 
tant need of Co. at present, the only alter- 
native being short-term financing, which 
would be much more expensive. Contracts 
for steel cars and other improvements have 
already been placed sufficient to absorb a 
substantial part of new funds. Income ac- 
count of Boston Railroad Holding Co. first 
one ever made public, shows that $696,000 
were received in divs. from Boston & Maine 
stocks during yr. ended June 30. The Hold- 
ing Co. is the instrument through which 
the New Haven controls B. & New 
Haven owns almost the entire com. and 
pfd. stock of Holding Co. As B. & M. has 
discontinued divs., New Haven will receive 
no income, but will have to pay taxes and 
expenses of Holding Co. also full per cent. 
divs. on $2,800,000 pfd. stock held by public. 
Total investment of New Haven in B. & M. 
was $30,302,000, worth at present prices only 
$14,836,000, and income on it has ceased 
entirely. Stated that E. H. Harriman once 
Mr. Mellen $200 per share for his 


offere 
. & M., which offer was declined with 


thanks. Further cut in New Haven divs., 
possibly to 4%, is almost inevitable. Pres- 
ent 6% div. was a compromise, some di- 
rectors wanting 5% and some 4%. How- 


THE MAGAZINE OF WALL STREET. 


ever, New Haven shares are now selling not 
far from 50c. on the dollar of actual prop- 
erty value. The Massachusetts validating 
committee found $257,000,000 of tangible 
value in New Haven. One-half of this 
would figure $82 per share of stock. First 
element essentfal to restore the credit for 
New Haven is an advance in B. & M. rates. 


New York Railways—ANNUAL RE- 
PORT yr. ended June 30 shows increase in 
gross income of $490,000. Net income after 
interest charges was $621,000. Pres. Shonts 
says that during yr. $2,500,000 was expended 
for improvements while capitalization was 
slightly decreased. Co. now has unproduc- 
tive real estate valued at $7,000,000, which 
it is proposed to sell or lease. Believed 
yrly. income of nearly $700,000 can be ob- 
tained from this source. 


* Norfolk & Western—EARNINGS ON 
COM. for yr. ended June 30 were 10.3%. 
Gross income increased $4,008,000 over 
prev. yr. and balance after pfd. div. was 
$10,186,000 against $8,554,000 prev. yr. 
Total assets increased $24,124,000 during 
yr., while funded debt was reduced from 
$95,099,000 to $92,219,000. The Bluefields- 
Vivian section of the road is being elec- 
trically equipped by Westinghouse. This 
serves Pocahontas coal regions, where very 
heavy traffic must be handled. Maximum 
grades are 2% and at present 3 Mallet loco- 
motives are used per train. Two elec- 
tric locomotives per train will suffice and 
speed will be doubled. Power will be gen- 
eraled at Bluestone by turbo-generators— 
single phase alternating current, overhead 
system, similar to New Haven. 


Northern Pacific.—I NCREASE IN 
MAINTENANCE of 25% was feature of 
last fisc. yr. Management took advantage 
of big gross earnings to build up the prop- 
erty. Gross increased 15%, so that even 
after the heavy maintenance expenses bal- 
ance for stock is estimated at over 8%%. 


Pan Handle—DEFICIT first 6 mos. of 
1913 was $1,800,000 after sinking fund and 
div. requirements. Gross increased 4.4% 
but net after taxes fell off 54.6%. Losses 
were chiefly due to March floods, total in- 
crease in expenditures on property being 
$2,456,000 and transportation and general 
expenses increasing $841,000, taxes $81,000. 
Recent offer of $7,000,000 bonds was sold 
in five hours on a 4%% basis. 

Peoples’ Gas—INCREASE IN CAPI- 
TALIZATION amounting to $25,000,000 
making total of $60,000,000 stocks is re- 
ported. Rumored that a melon of 15% will 
be cut in this connection, besides occasional 
offers of new stock at par. Also talk of 
advance in divs. from 7% to 8%. Co. could 
afford this and it would naturally be done 
before the new Public Utilities Commission 
of Illinois begins work Jan. 1. Objection 
to a big distribution is the effect on public 
sentiment against the Co. Officials main- 


“tain strict silence. 


Pressed Steel Car—PROFIT AND LOSS 
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SURPLUS of Dec. 31, 1912, was $7,460,000, 
equal to $59 per share on com. stock. Re- 
cent earnings reported to show improve- 
ment. 


Pullman—STEEL CARS must be sub- 
stituted for wood if any one of the four or 
five bills now pending in Congress is passed. 
Co. has about 7,000 cars, of which only 30% 
are steel. A standard sleeping car can be 
used 15 or 20 yrs. and then converted into 
a tourist sleeping car for 5 or 10 yrs. more. 
Longest time allowed for substitution of 
steel cars in pending bills is 5 yrs. This 
legislation, however, would affect the rail- 
roads even more than the Pullman Co. and 
would thus bring new construction of steel 
cars to Co. 


Railway Steel Spring —EARNINGS first 
6 mos. of 1913 were about equal to last yr. 
or 3% on com. after charges and pfd. divs. 
Railroads are now poorly supplied with cars 
and repair work is being pushed to make old 
cars available. This means more orders 
for Co., which manufactures springs, steel- 
tired wheels, and other. parts of railway 
equipment. As long as railroad purchases 
of new equipment are small, demand for 
repair parts will continue good. 


Reading —VALUE OF EQUITIES is an 
important question in view of renewed ac- 
tivity of government toward anthracite 
situation. Co. controls through sub-Cos. 
42% of anthracite deposits, but on account 
of prohibitive cost of mining in its directly 
owned fields has never made any money 
from sale of coal, only from transportation 
of it. Profits of Coal Co. in 1913 fisc. yr. 
exceeded any prev. yr. and ratio of expenses 
to gross was lowest at 90%. Segregation 
possibilities are largest in connection with 
Central of New Jersey, which controls 97% 
stock of Lehigh & Wilkes-Barre Coal Co. 
The asset value behind Reading stock 
doubtless explains strength of the market, 
accompanying government prosecution. 


Rock Island Co.—DAMAGE TO CROPS 
in Southwest will mean decreased traffic, 
but smaller buying power has not yet made 
itself felt. Believed, however, that earnings 
in current yr. will equal prev. yr., when Co. 
was really called upon to handle more traffic 
than it could transport economically. Cur- 
rent yr. will show smaller gross business, 
but it can be handled with less effort, so 
that balance for divs. may equal last yr. 


Rumely.—W ORKING CAPITAL July 31 
was $19,000,000 against $12,000,000 Dec. 31. 
A steady improvement is occurring in man- 
ufacturing and selling organization under 
new management. The business this yr. 
is more or less a liquidating proposition, as 
Co. was heavily over-stocked with raw ma- 
terials, finished products, and stock in 
process. New management has cut down 
over-production. Net current assets now 
equal par for $10,000,000 two-year notes and 
$90 per share for pfd. stock, present price 
of which is much lower. This leaves plants 
and property as equity for $11,000,000 com. 
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stock. 95% of Co.’s business is now profit- 
able. Remaining 5% will be dropped. 65% 
of sales are of thrashing machinery and 
35% tractor machinery; remaining 10% re- 
pair parts and miscellaneous. 


Seaboard Air Line—EARNINGS FOR 
YEAR ended June H, after all charges and 
discounts, were $1,467,000, equalling 6% on 
pfd. stock against 24%% in 1912. iv. pay- 
ments are naturally being discussed, but 
earnings may continue to be used in de- 
velopment of property. 


Sears Roebuck.—YR. 1913 is expected to 
show over 20% earned on com. against 18% 
last yr. Talk of melon cutting, however, 
is premature, no such plan being considered 
by directors now. Branches in Seattle and 
Dallas shave recently been started, demand- 
ing a big outlay. Possible increase in div. 
rate is also a matter for future discussion. 
Gross sales in Aug. decreased 0.24%, but 
for 8 mos. increase was 11.16%. 


Southern Pacific.—JULIUS KRUTT- 
SCHNITT, Chairman, denies report that Co. 
will open fight for business with U. P. He 
states that shippers now decide very largely 
over what line their freight shall be carried. 
Co. will hardly attempt to divert business 
from its own line, Central Pacific, which 
is part of through route over U. P. He 
states that separation of U. P. and So. P. 
will have little effect on earnings. Last yr. 
in spite of destruction of Cal. orange crop 
and La. cane crop, earnings showed large 
increases in both gross and net—$11,294,- 
000 increase for gross and $4,795,000 in 
net income.—About 90% of So. P. stock 
offered by U. P. was subscribed, leaving 
only $7,352,000 to be divided among 600 
members. of the underwriting syndicate. 


Southern Railway—EARNINGS FOR 
FISC.. YR. ended June 30 were at least 
3%% on com. stock. Gross gained 74% 
over prev. yr., but net increased only 2% 
owing to heavier expenses, consuming 
70.4% of gross against 68.7% of gross prev. 
yr. During last 4 yrs. gross has gained 
about 20% and expenditures for mainte- 
nance have increased 25%. Redemption of 
$5,000,000 5% notes early this yr. out of 
treasury fund reduced fixed charges over 
$100,000. Other income showed some in- 
crease from extra divs. on C. N. O. & T. P. 
com. 


St. Louis & San Francisco —EARNINGS 
FOR YEAR ended June 30 showed an in- 
crease of about 9.5% in gross, while net 
gained 15%. Receivership was not due to 
poor earnings, but solely to inability to 
meet $2,250,000 maturing notes. Interest 
hinges on possible disposition of Chicago 
& Eastern Illinois, in which ’Frisco has 
controlling interest, and New Orleans, 
Texas & Mexico, which is entirely owned 
by ’Frisco. Undoubtedly Co. would be bet- 
ter off without either of these roads. Prac- 
tically Frisco and C. & E. I. are already 
divorced, but it will perhaps be mos. before 
final separation can be effected. 
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St. Louis Southwestern—REDUCED 
DIV. ON PFD. Gross for yr. ended June 
30 increased 10.4%, while operating ratio 
was reduced to 72.9% against 73.6% for 
1912 and net earnings increased 14%. Bal- 
ance for com. was 5.4% against 4.4% in 
1912 and 1.3% in 1911. Official says: “Co. 
is in strong financial position and we desire 
to keep it so. For this reason pfd. div. rate 
has been reduced from 5% to 4% basis, 
as it was considered good policy to trim 
sails a little at this time.” 


Tennessee Copper —INCREASED DIV. 
RATE to $1 a share in Dec. is expected 
by many stockholders as result of good 
prices for copper, with acid plant running 
at capacity. Aug. production of copper was 
not egual to June or July owing,to mid- 
summer dullness. 


Texas Co—DIV. INCREASE last quar- 
ter puts stock on 7% basis. Annual report 
for yr. ended June 30 shows net earnings 
$12,044.000, an increase of $8,610,000 over 
prev. yr. and equal to 24.7% on stock against 
8.2% in 1912. However, as annual report 
points out, the very large increase in earn- 
ings should be attributed in part to in- 
creased value of stocks of oil and other 
property. In 1909-10 when Co. was mar- 
keting most of its oil locally, net earnings 
were 39.7% of gross; in 1910-11 when policy 
of expansion began, 24.2% of gross 1911-12 
24.3%. Figures for 1912-13 not available, 
but operating expenses were $13,838,000, 
an increase of $2,742,000. 


Toledo, Traction, Light & Power— 
EARNINGS 5 mos. ended May 31 were re- 
cently given out showing increase in gross 
of about $28,000 a mo. over 1912 and $18,000 
a mo. in net. New management is rapidly 
patee the Co.’s properties on an improved 

asis. 


Twin City Rapid Transit—EARNINGS 
FOR YEAR ended June 30 last are esti- 
mated at twice the 6% div. requirements on 
com. stock and current yr. will show record 
earnings if present business is maintained. 
During 15 yrs. gross earnings have more 
than quadrupled and net has increased as 
much, Surplus for divs. has increased over 
7 times and surplus for com. stock nearly 
10 times. Holders are hoping for an in- 
creased div. on the com. 


Union Bag & Paper.—EARNINGS 6 mos. 
ended July 31 were considerably better than 
last yr. owing to improved consumption and 
advancing prices. Average selling price end 
of June was about 16% higher than last 
winter, while cost of raw material has not 
changed much. Claimed that foreign com- 
petition will not affect earnings, as duty on 
wrapping paper and paper bags in new bill 
is 25% against 35% under the old tariff. 
This is not enough reduction to tempt 
European manufacturers. 


Union Pacific—EXTRA DIV. possibili- 
ties are naturally discussed as result of 
sale of So. P. stock, but there may be legal 
difficulties in the way. Could some trouble- 
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making stockholder attack the validity of a 
div. paid from profits on the sale of prop- 
erty which was originally acquired by sale 
of bonds? Can such a profit be legally ab- 
sorbed into “Other Income”? Judge Lovett 
says: “This is not the first time we have had 
a large sum to dispose of, but it is the first 
time we have had any and did not know 
what to do with it.” U. P. made a profit 
of $20,000,000 on its purchase and sale on 
So. P. stock, paying an average of $75 a 
share, or $94,987,000, and receiving for it 
B. & O. stock and cash amounting to ap- 
proximately $115,287,000. U. P. is reported 
to have bought $8,000,000 Pa. R. R. notes 
with part of the money. Earnings of U. P. 
since 1908 have averaged about 13% with- 
out aid of divs. from So. P., as follows: 1913, 
12.4; 1912, 10.4; 1911, 13.1; 1910, 15.4; 1909, 
14.9; 1908, 12.2. On basis of 1913 earnings, 
assuming 4% return on $75,000,000 cash, 
U. P.’s surplus would be: 

U. P. surplus, less So. P. Divs.. ..$26,922,000 
Divs. on B. & O. stock 


iP SII RS ARE eT. $29,050,000 
Per cent. on stock outstanding. 13.4 
4% interest on $75,000,000...... $3,000,000 
pS Ea $32,050,000 
Per cent. on stock 14.9 
If the entire $75,000,000 were distributed to 
both com. and pfd. stock the extra div. 
would be $24 a share; on com. alone $35 
a share. 


United Gas & Electric—ANNUAL RE- 
PORT ended June 30 shows net earnings 
$1,214,000, charges $283,000, pfd. div. $555, 
000, surplus $375,000. 


U. S. Cast Iron Pipe & Foundry.—BUSI- 
NESS LIGHT with little improvement over 
last yr. Co. is filling small orders and no 
important improvement is expected before 
spring. 

United States Rubber —LARGEST IN- 
COME in history of Co. will be received 
this yr. from Rubber Goods Manufacturing 
Co. Tire sales show increase of 30% for 
first 8 mos. of 1913 and Rubber Goods has 
declared div. of 2% on its com. stock against 
1% 3 mos. ago. 


U. S. Smelting—MEXICAN OPERA- 
TIONS have not been interrupted by the 
insurrection and two properties there are 
now contributing from %4 to % of the Co.’s 
total profits. Co. is now earning 10%, or $5 
a share on com. against $7 for 1912, after 
allowances for depreciation in each yr. 

.United States Steel—PROBABLE SUR- 
PLUS for 1913 is estimated at between 
$30,000,000 and $35,000,000. Practically all 
will go into new constraction. Orders for 
Aug. averaged over 30,000 tons a day and 
shipments 40,000. One manufacturer esti 
mates that Sept. will show no decline in 
unfilled tonnage and Oct. an increase. It 
should be noted that Steel sinking fund 5's 
at par are actually selling at a 10 point 
discount, as they will be gradually redeemed 
at 110 betwen now and 1947, barring dis- 
solution possibilities. 
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Virginia-Carolina Chemical—DIRECT- 
ORS SAY: “Past season was not unfavor- 
able in history. Fertilizer department 
suffered from over-production and de- 
moralization in 1912, when consumption of 
fertilizer decreased 12% to 20% in most 
of Atlantic cotton states. During 1913 sea- 
son, consumption increased 5% to 10% over 
1912, but was not as large as in prev. yrs. 
A closer scrutiny of credits, also, was neces- 
sary. Southern Cotton Oil, our principal 
sub-Co., had to contend with high prices 
for cotton seed and the phosphate mining 
business made less profit than usual. Total 
volume of all business was $53,378,000 
against $50,948,000 in 1913. Feeling now is 
that the situation is growing healthier day 
by day.” 


Wabash. — EXTENSIVE BETTER- 
MENT program interrupted free movement 
of traffic during last fisc. yr. and increased 
transportation costs. Nevertheless, with 
new second track not yet in service and 
only limited use of new equipment, the 
property had the biggest yr. in its history. 
Reorganization plans are simplified by this 
improvement in business. About $25,000,- 
000 cash will be needed for reorganization 
purposes. Most of this will necessarily be 
contributed by stockholders under an as- 
sessment of $20 or $25 per share. 


Western Maryland. — CONNECTION 
WITH N. Y. CENTRAL, the 87-mile 
Connellsville extension, is now included in 
gross earnings. Increase in mileage over 
last yr. is 16% and 2 mos. gross shows 
gain of 14%. Of course it takes time to 
develop new ‘traffic on new mileage. 
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Western Union. —INCREASED GROSS 
EARNINGS during July and Aug., in spite 
of summer dullness. However, Co. can 
hardly expect to duplicate in current fisc. 
yr. its last yr.’s record of 12% increase. 
New management is midway in program 
of rehabilitation which reduces net earnings 
and it will take 2 or 3 yrs. more to complete 
the work. In the meantime the 3% div. is 
safe, and when improvements are completed 
earning capacity will be at least 6%. 


Westinghouse Electric—FOUR MOS. to 
July 31 were best mos. Co. ever had, net 
balance for div. being only $100,000 less 
than entire yr.’s div. requirements for pfd. 
and com. By Sept. 1 Co. will have earned 
$200,000 more than‘full yr.’s divs., leaving 7 
mos. net as velvet. Co. now paying 4% and 
earning over 13%, but extra cash can be used 
to advantage in building working capital, 
expansion of plants, etc. 


Wheeling & Lake Erie —DEFICIT was 
about $200,000 from operations for yr. ended 
June 30. About $4,000,000 receivers’ cer- 
tificates and about $2,000,000 equipment 
trust receipts have been issued under re- 
ceivership. No locomotives have been 
purchased in 8 yrs. and no cars in 9 yrs., 
yet the road keeps on carrying more busi- 
ness.“ All equipment and power are now 
obsolete except when practically rebuilt at 
heavy charge to maintenance. Co. now has 
52 fewer locomotives and 3,400 fewer cars 
than in 1908. In spite of heavier traffic. 


Woolworth—AUG. SALES 
$181,000 over prev. yr.; 8 mos. 
$3,408,000. 


increased 
increased 
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This section of the Investment Digest includes some of the more important prop- 
erties, in regard to which authentic and trustworthy information has appeared during 


the month. 


Alaska Gold.—Now listed on N. Y. Stock 
Exch. Co. owns $3,267,500 out of $3,500,000 
bonds and $10,847,905 out of $12,000,000 
stock of the Alaska Gastineua Mining Co. 
(the operating Co.) Alaska Gold Mines 
Co. has no liabilities outside of its capital 
stock, and listing statement shows that on 
July 15 it had $2,756,259 in cash. The last 
cross-cut 600 feet west of shaft had pene- 
trated ore body 150 feet and was still in ore. 
The body in this section is of unusual 
width, and also carries very satisfactory 
values. By a Comparatively simple process, 
it will be able to eliminate a large part of 
non-goldbearing matter and greatly sim- 
plify balance of the operation 


Anaconda.—The new level in the “High 
Ore” mine at depth of 3,400 feet opened a 


large body of copper glance, said to be the 
richest ever known in the Butte district. In 
the “Badger State,” also an Anaconda prop- 
erty, a new level has just been opened at 
2,000 feet and a big body of rich copper 
glance also disclosed there. They mean 
many. more years of productive life to an 
area that has yielded 6,000,000,000 lbs. of 
copper already, from above an average 
depth of 1,500 to 1,800 feet. Some of the 
mines have reached a depth of more than 
3,000 feet, and at those great depths were 
finding bodies of rich ore, which showed no 
diminution. 
Braden.—Co. reports for Aug. production 
r eee 1,572,000 Ibs. This compares with 
046,000 Ibs. in July, production in that mo. 
Scher greatly reduced on account of storms. 
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While output in Aug. showed a substantial 
increase over July, operations had not fully 
recovered from effects of July storms. 


Calumet & Hecla.—Co. declared quarterly 
div. of $6 per share, which compares with 
$10 paid 3 mos. ago. This will amount to 
$600,000, and will make $2,600,000 paid to 
stockholders first nine mos. of this yr. In- 
cluding this declaration, Co. has so far 
divided 122,650,000 of profits, or $1,258 per 
share. he reduction of div. is wholly due 
to recent strike of miners, which will make 
it necessary for all producers to cut divi- 
dends, but these cuts will simply meet tem- 
porary expediency, and not understood as a 
div. rate reduction. 


Chino Copper.—Co.’s record production 
for Aug.—an increase of 1,000, lbs. over 
July—was a spectacular achievement, and 
puts mine on the basis of a 72,000,000 Ib. 
output. 4 yrs. ago Chino was known as the 
“Santa Rita Mining Co.”—a dismal failure 
among mining enterprises—last mo.’s record 
output of 6,050,000 lbs. puts development of 
this mine in a class by itself. All bonds 
converted, Chino has the equivalent of 870,- 
000 shares outstanding. The present 16%- 
cent copper market should yield a profit of 
at least 73% cents a lb., estimating cost at 
8% cents. On this basis profits for Aug. 
should have been at rate of $5,580,000 per 
an. or $6.50 per share. 


Goldfield Consol.—Co. declared div. of 30 
cents per share, and an extra of 10 cents, 
payable Oct. 31 to stock of record Sept. 30, 
which indicates that directors will pay semi- 
annual dividends in the future rather than 

uarterly. Secretary Howe of the Co. 
p mar dane payment a “regular dividend of 
30 cents, and an extra div. of 10 cents per 
share.” July production was 29,550 tons. 
Net earnings were $168,754. Net cost per 
ton was $6.83. 


bay a Consol.—Co.’s operating profits 
for fiscal yr. ended June 30 were $1,207,661. 
From this there was paid $449,955 in divs., 
leaving an excess of $500,000. July and Aug. 
profits will be smaller owing to low metal 
prices and smaller copper recoveries. With 
checks mailed stockholders covering Sept. 
disbursements, there will be a statement 
from Pres. Nichols, in which he gives the 
Hidden Creek property 7,000,000 tons of ore. 
The outlook is highly gratifying. 


Hollinger (Porcupine)—Statement for 4 
weeks ended July 16th, showed net peste 
$179,146, which compares with $124,015 in 
June; $48,611 in May; $179,942 in April and 
$128,352 in March. Total profits from Jan. 
1 to July 15 are stated to have been $851,667, 
or at the rate of 48% on the outstanding 
capitalization of $3,000,000. Surplus on July 
15 stood at $573,469 compared with $351,801 
Dec. 31. Surplus is now nearly $1 per share 
on capitalization. It is stated that a deal is 

nding for acquisition of the “Hollinger 

eserve Porcupine propertics by _ the 
Lewisohn interests of N. Y. Now awaiting 
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report of Mr. Livermore of Kerr Lake Co. 
and his associates who recently made an 
examination of Hollinger Reserve workings, 
of the Nipissing, and La Rose Cos. and the 
Captain Anchor, it is understood a sub- 
stantial cash payment will be made to 
Hollinger and his associates. The Hollinger 
Reserve Co. owns five claims. The capital 
is $2,000,000. It is reported the Lewisohn 
people are to take the treasury shares at $2 
pao” and also to repay Hollinger over 

Mason Valley.—Co. earned $44,551 net in 
the quarter ended June 30, against $73,517 
in first 3 mos. of the year. Production was 
3,587,693 lbs. of copper, comparing with 
4,611,811 Ibs. in the first quarter. 


McKinley-Darragh-Savage Mines. — Co. 
declared regular quarterly div. of 3% and 
an extra of 3%, payable Oct. 1 to stock of 
record Sept. 13. Last quarter an extra of 
7% was declared. 


Nipissing.—Co. made on Aug. 26 what is 
claimed to be world’s shipment record of 
bullion of 212 bars, weighing 257,000 ozs. 
and valued at $152,534. 


Pearl Lake (Porcupine)—The rock 
specimens, on exhibition in Toronto, are 
said to be unequalled by anything discov- 
ered in the Porcupine camp, conclusively 
demonstrating that high-grade values may 
be expected to continue to depth. A 
secondary factor is the report that negotia- 
tions are now in progress for transfer of 
control from hands of Pres. Cartwright, 
who recently suffered a third stroke of 
paralysis, and health reported precarious. 
Should negotiations for transfer succeed, it 
is said that the new interest will adopt a 
more aggressive plan of development. The 
property is developed to a depth of 725 ft., 
being the deepest working in the Porcupine 
district. At 600 ft. the mineralized zone 
is about 70 ft. in width, carrying values 
running from $10 to $12 a ton. 


Tonopah Extension.—Co. declared a reg- 
ular quarterly div. of 21%4%, and an extra 
div. of 2%% payable Oct. I to stock of 
record Sept. 10. 


Utah Copper.—Stockholders should re- 
member that the strike last fall lost to the 
Co. equivalent of $3,000,000 in deferred prof- 
its. Co. will make up this $3,000,000 at once 
and place finances in such shape that it can 
carry $5,000,000 worth of “stock in process” 
without calling upon selling interests to ad- 
vance a dollar. Co. is now earning at rate 
of $6 per share, against div. requirements 
of $3. Total net profits were $2,218,753 in 
second quarter of 1913 against $1,535,362 
for first quarter and $2,622,698 in second 
quarter of 1912. 


CORRECTION. 


On page 345 of our Sept. issue there was 
a_ typographical error. he Miami Copper 
Co. is paying: $2 per share per an., not $7 
per share. 

















SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving a profit from price changes 


__ How to Read a Stock Broker's Statement 


[NOTE.—This article is reprinted by request from an early issue of this magazine. 


—Editor.] 


ROKERS usually render their 
B statements at the end of each 
month. A well regulated brok- 
erage house will mail every statement on 
the night of the last day. so that on the 
morning of the first day of the following 
month every client will know exactly 
how he stands, that is, provided he 
knows how to read the account. 

Many a trader, to whom the figures 
are simply Greek, throws his account 
into the waste basket without troubling 
to examine it; others look their state- 
ments over, appear wise, write a letter 
to the broker “kicking” about the inter- 
est rate and let it go at that. 

It is an easy enough matter to inter- 
pret these statements—there is nothing 
complicated about them, except one or 
two little points which we will explain 
below. 

The date at the top is that on which 
the statement is rendered. All interest 
items are figured up to this date. Pur- 
chases are entered on the debit or left 
hand side of the account, and sales on 
the credit or right hand side. The dates 
in the account do not always correspond 
with the dates on which transactions 
were made, for this reason: 

Monday’s transactions are settled on 
Tuesday. 

Tuesday’s transactions are settled on 
Wednesday. 

Wednesday’s transactions are settled 
on Thursday. 

Thursday’s transactions are settled on 
Friday. 


Friday’s and Saturday’s transactions 
are settled on Monday. 

If a holiday intervenes, the settlement 
days are further altered; bear in mind 
that no settlements are made on Satur- 
days. 

Commission is added to cost and com- 
mission, and tax charges are always de- 
ducted from the proceeds. 

As interest is figured to May 31 in this 
illustration, a purchase on May 20 would 
carry with it eleven days’ interest; a 
purchase on the 25th, six days’ interest, 
etc., etc. Interest is figured on long 
transactions only. Short sales carry no 
interest. 

The columns on both debit and credit 
sides, headed “Days” and “Interest” 
have nothing to do with the statement 
proper. They merely show how the net 
interest charge is arrived at. For con- 
venience in figuring, brokers make their 
caluculations in the interest column at 
6 per cent., using a simple method, based 
on 360 days to the year. By this method, 
60 days’ interest at 6 per cent. is quickly 
ascertained by moving the decimal point 
two places to the left; for six days, the 
decimal point is moved three places to 
the left. With this as a basis, almost 
any interest calculation can be made in 
a few seconds. For instance: 

Thirty days’ interest would be one- 
half of sixty days. 

Twenty days’ interest would be one- 
third of sixty days. 

Ten days’ interest would be one-sixth 
of sixty days. 
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Eleven days’ interest would be ten 
days plus 1/10. 

Eight days’ interest would be six days 
plus %. 

Twenty-seven days’ interest would be 
thirty days less 1/10, etc. 

Interest is allowed on cash deposits, 
but in case securities are put up as mar- 
gin, no interest can be allowed for the 
reason that there is no cash involved. 

In the statement here reproduced, the 
trader deposited $2,500 on May 20. He 
was allowed eleven days’ interest in this 
item, amounting to $4.57. On the 19th 
he evidently bought 100 Union Pacific at 
147% (charged on the 20th) and sold it 
at two points’ profit. Interest was 
charged on the debit item for eleven 
days, amounting to $27.06; it was also 
allowed on the credit for the same num- 
ber of days (up to May 31), amounting 
to $27.38. Now it may to some people 
seem foolish for a broker to figure inter- 
est on stocks which are bought and sold 
the same day, but, as is shown in this 
instance, the result of the transaction 
was a profit of $173, on which the trader 
is entitled to interest, just as though he 
had deposited a check for $173 in the 
account. The two items of interest on 
this trade can be readily proved by fig- 
uring interest on $173 to May 31, which 
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amounts to 32 cents, exactly the differ- 
ence between the debit and credit inter- 
est items. 

On the 21st 100 Union Pacific was 
bought at 147% and 200 sold at 150%. 
The first 100 shares that were sold 
closed out the long transaction, and in- 
terest is charged and credited as on the 
first trade. The second hundred shares 
of Union Pacific (credited on the 21st) 
at 1505 is a short sale. This is indi- 
cated by the “S” in the “Days” column. 
No interest is allowed, either on this 
item or when the stock is covered on the 
22nd. 

On the 23rd another long trade is 
made and 100 shares of Missouri Pacific 
is sold short. On the 25th 100 Union 
Pacific is bought and this purchase, to- 
gether with the short Missouri Pacific, 
stand until the 31st, the day on which 
the account is rendered. 

After all the items are entered for the 
month and the interest figured on each, 
a difference is struck between the inter- 
est charges and credits, the difference 
amounting to $9.43, figured at 6 per cent. 
The broker in this case finds that his 
money for the period has cost him much 
less than 6 per cent., and that he can 
charge his customers 4 per cent. The 
net charge at 4 per cent. (which is the 
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only interest item actually charged up on 
the whole account) is $6.29. This item 
appears on the debit side, under the date 
of the 31st, and represents simply the 
net difference reduced to a 4 per cent. 
rate. 

The only complicated part of this 
statement is in relation to the short sale 
of 100 Missouri Pacific. The closing 
price of that stock on the last day of the 
month being about 47, the broker brings 
down on the debit side: “100 Missouri 
Pacific brought down $4,700.” This is 
not a purchase. The stock is merely 
brought down in this way in order to ad- 
just the trade to the market price at the 
time the statement is rendered. John 
Doe has a paper profit on Missouri Pa- 
cific of approximately $300. He is, there- 
fore, entitled to interest on this amount. 
The interest does not appear, but the ef- 
fect of bringing down is that Doe’s debit 
balance is reduced, in this case, exactly 
$310.50. If his debit balance is reduced, 
he pays less interest—so there you are. 
The fact that this Missouri Pacific is 
brought down, underneath the ruling, at 
$4,700, has no bearing on the price at 
which the trade is originally made or at 
which the short sale may be covered. 

After the Missouri Pacific is brought 
down and the interest of $6.29 charged, 











it is found that Doe’s debit balance is 
$11,266.29. This is brought down on 
the debit side, below the ruling and 
against it is the 100 Union Pacific com- 
mon, which Doe is long. The totals of 
$85.84 in both interest columns simply 
prove the balance of $9.43 (at 6 per 
cent.) to be correct. One might, after 
the days and interests items are found 
to be correct, place a small piece of paper 
over these two columns on both sides of 
the statement, and what remains will be 
the true account. 

If there are no “shorts” in the account 
at the end of the month, the figure is 
simpler as you have only to estimate the 
value of long stocks if sold at the mar- 
ket, and from this total deduct the debit 
balance. 

Some brokers credit and charge inter- 
est on “short” transactions from the date 
they are covered. The object is to allow 
the client interest on a profit or charge 
him interest on a loss, as the case may 
be. On the 100 Union Pacific sold short 
at 15054 on May 21st there would have 
been, according to this custom, a figure 
9 after the “S” in the “days” column, 
and against the 100 Union Pacific cov- 
ered on May 22 another figure 9, thus 
9 davs interest would be allowed on $198, 
which was the profit on the transaction. 
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It is the custom of other brokerage 
houses to figure their interest on a sep- 
arate slip, calculations being made on 
the debit balance standing on the various 
days during the month. 

Thus, if a debit balance on the 
first day of the month is $10,000 
and a credit of $5,000 is made on 
the fifth day; without further change 
during the month, there would be a 
charge of four days’ interest on $10,000, 
and twenty-seven days interest on $5,000. 
The net difference between the debit and 
credit items on this separate slip is en- 
tered on the regular statement, in the 
same position as the debit item $6.29 
shown in the cut, there being no “days” 
or “interest” columns on the regular 
statement. 

Other brokers keep a separate account 
for all short transactions, charging up 
the losses and crediting the profits to the 
regular account as they occur, and al- 
lowing or charging interest on these 
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items, but this method is rather cumber- 
some and more or less obsolete. 

It is always best for traders to keep 
a small purchase and sales book, in which 
every transaction, with its attendant 
profit or loss is to be entered. This will 
prove to be a check on the statement; 
unless it balances with the statement to 
the cent, there is obviously something 
wrong with the memorandum book or 
with the broker’s statement. 

Above all things, do not throw away 
your statement without checking it over. 
If you do not feel competent, any ex- 
perienced bookkeeper can do it for you. 
Brokers will appreciate your keeping 
close tab, as mistakes frequently occur 


-in the rendering of accounts, which may 


cause them heavy loss if not discovered 
immediately. 

We shall be glad to answer queries 
regarding this subject, or to explain 
other points in this connection which 
have not been fully covered. 





actions. 
100 Mo. Pac. short, brought down 


Dr. balance 


Equity 
be figured thus: 


Profit on Ist Union Pacific trade 
“ “ 2nd “oe “ “ 


“ 3rd “ “ “ 


Margin deposited 


Interest 





TO FIND THE EQUITY. 


A simple way to find the equity is to close out (on paper) both trans- 
If we do this, the statement would show as follows: 


100 Union Pacific, if sold at 146 less com. and tax 


100 Mo. Pac. if covered at 47 plus com 


To prove this equity, the profit or loss on individual transactions can 


Prorit AND Loss oN TRANSACTIONS. 


“ Mo. Pac., if covered at 47 
“ Union Pacific, if sold at 146 


Less loss on fourth Union Pacific trade.............. $227.00 


$4,700.00 
14,585.50 


$19,285.50 


4,712.50 15,978.79 























Analysis of Recent Market Conditions 


An Experienced Trader Shows How the Temper of the Market 
Was Gauged from Week to Week 
By SCRIBNER BROWNE 








UR view of the market last month 
O ended with August 12, and writ- 
ing on the 13th, I said, “We now 
have a big enough trade to permit con- 
siderable realizing by the big interests 
if they wish to take advantage of the op- 
portunity. Probably another reaction 
will appear soon and we shall then have 
an opportunity to see how well the mar- 
ket will stand declining prices.” 

The reaction came as expected, on the 
14th, 15th and 16th of August, and as 
will be noted by consulting the volume 
line at the bottom of the diagram, it did 
not result in any heavy liquidation. On 


the contrary, by the 19th the total trans- 
actions had fallen to less than half those 


of the 12th and 13th on the advance. 

This showed pretty plainly that there 
was no great volume of stocks pressing 
for sale. The reaction and the dullness 
both lasted until the 27th. On the 28th 
came a sharp advance, with a doubling 
of the total transactions, then another 
reaction and dullness lasting until Sep- 
tember 9. 

The bulge of the 10th, with rumors of 
an extra dividend on Union Pacific, car- 
ried the averages back to the high point 
of August 13, and on yesterday, Sep- 
tember 12, they broke out of the rut and 
advanced again sharply to a new high. 


2ter 


THUS for thirty days the averages 

swung within less than a two-point 
range, and without definite tendency. 
On each of the two reactions that oc- 
curred within that time the indications 
were strong that the loss would be re- 
gained, owing to the absence of liquida- 
tion at the lower prices. 

The news from day to day has been of 
less help to me than usual—and that isn’t 
saying a great deal either, for I find cur- 
rent news ordinarily of very limited ap- 
plication in interpreting technical condi- 
tions. There are times, however, as ex- 
plained last month in regard to the start 
of the upward movement on July 16, 
when a comparison of the price move- 
ment with the news is of considerable 
help. 

This month the great news features 
have been the Mexican situation, the 
crop damage, and the rumors of extra 
dividend on U. P. The first does not 
appear of very much importance to stock 
values one way or the other, except to 
those companies which own property in 
Mexico; but, of course, the damage to 
the crops is a serious thing, and it was 
doubtless that, together with continued 
firmness in interest rates, that checked 
the upward movement until the Union 
Pacific reports started a. new bulge. 
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As is well known, rumors of prospect- 
ive melons are usually prevalent toward 
the end of an upward swing, after the 
market ceases to respond readily to bull 
news of a more fundamental character. 
Yet the Union Pacific melon really looks 
pretty near ripe. The Southern Pacific 
stock is sold and the company has the 
money. Something will have to be done 
with it. 

Still, an advance on such a rumor is 
not as bullish as the same advance would 
be without any sensational news. 

* * ” 

N order to show the whole of this up- 
ward movement, I have begun the 
diagram this month back at the lowest 
point touched in June. It will be noticed 
that the first move carried prices up 454 
points, and the general channel in which 
the market moved was at an angle of 45 
degrees on this graphic. Then after a 
reaction to 6534, an advance of 4% 
points was scored, but not so broad or 

so rapid as the first advance. 


This, of course, was because the first 


upward movement was based on hasty 
covering of shorts, while the second was 
of a more deliberate character and con- 
tained more buying for long account. 

Next, after a reaction to about 6834, 
we got a rise of a little over 2% points, 
with a little more breadth and activity, 
but running in a channel still more slop- 
ing than either of the two previous ad- 
vances. 

After just two days of fairly active 
markets we then fell into a slow see-saw 
movement along a horizontal channel, 
from which prices broke out yesterday 
on the up sjde. 

* * 
THE general impression this makes on 
me is of a possible culmination of 
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the bull movement. So far there are no 
signs of a bear movement starting, how- 
ever. At the moment there is plenty of 
excess weight still left on the bull side. 

The realizing. which was met August 
12 and 13 was sufficient to temporarily 
check the upturn. Since then we have 
had a period of hesitation and another 
advance. Now if the financial situation 
has been constantly improving during 
this time, the upward move will continue. 

In regard to the “channels” which | 
have marked on the diagram | should 
perhaps say that I don’t place any im- 
portant weight on the “breaking out” of 
prices from such a line. For example, 
three times during the present advance 
prices have broken over the lower line of 
the slopes, but nothing happened except 
a small reaction, and the advance was 
then resumed. 

But I think the general slope of the 
price movement shows something of the 
lifting power of the market. That lift- 
ing power was strong last June, but ap- 
pears to have been gradually losing some 
of its force. 

The beginning of a bear movement 
would almost certainly be shown by de- 
clining prices on heavier transactions, in 
view of the present activity. Whether 
the upward movement can be continued 
depends, of course, on general condi- 
tions. I have an opinion on that sub- 
ject, but that is aside from the purpose 
of the present article. Also, I would not 
allow my opinion on conditions to in- 
fluence me against any plain indications 
as to the technical situation. 

There is this to be said, however, that 
a month of stationary markets after a 
steady two months’ advance makes a 
weak technical basis from which to start 
a new bull movement. 
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The Shrinking Transactions 


Tendency of the Stock Market is Toward a Stable Invest- 
ment Plane 








HE accompanying graphic shows, 
better than amy set of figures, the 
passing of the great speculative 

era of 1901-7, and the comparatively 
small volume of transactions since the 
beginning of 1910. 

A prominent author, in commenting 
upon this shrinkage in the volume of 
transactions, states that in his opinion 
the market activity of those seven great 
years was, in a large measure, due to the 
great railroad and industrial consolida- 
tions that were effected. Let us recall 
some instances. 

The highest total ever reached in 
transactions on the New York Stock Ex- 
change was 42,000,000 shares in a single 
month—April, 1901, at which time the 
Steel Trust, the world’s greatest consoli- 
dation, with its towering capital issues, 
was formed. In May of that year oc- 
curred the struggle for the control of 
Northern Pacific, with the accompanying 
panic. The high level of 1902 was in 
April of that year, when John W. Gates 
executed his famous coup in Louisville 
and Nashville. In October, 1904, the 
‘New Haven acquired control of the On- 
itario & Western, and the next several 
months were marked by rumors of sim- 
ilar absorptions or consolidations, among 
them the Union Pacific-Northwest-Van- 
erbilt merger, the Southern Iron & 
Steel consolidation, etc. 

In January, 1906, the bull market 
eached its climax with transactions 





1897 | 1696 | 1699 | 1900 | 190) | 1902 | 1905 


again approaching 40,000,000 shares. 
After the big reaction, occupying several 
months, further stimulus to speculation 
was given by the Union Pacific dividend 
increase, a total of over 30,000,000 
shares being reached during August. 
In only one month since that time, name- 
ly, during March, 1907, when panic pre- 
vailed, has any approach been made to 
the former high level of transactions. 
All through these years of great ac- 
tivity there was a broad speculation in 
larger number of stocks than at present. 
Issues like Pennsylvania, Erie, Colorado 
Fuel, Steel preferred and Anaconda 
were frequently responsible for from one 
to three million shares a month. The 
basis of this activity, to a very great ex- 
tent, was rumored absorptions or con- 
solidations. Chicago, Burlington & 
Quincy was practically taken out of the 
market, and a number of other more or 
less active issues were all, or in part, 
locked up in the treasuries of the prin- 
cipal railway or industrial companies. 
We have now entered a period where- 
in many of these stocks are being re- 
leased. American Tobacco, since the dis- 
solution, has added several new issues to 
the stock list. Almost 900,000 shares of 
Southern Pacific have been released in 
recent months. The Government threat- 
ens to give us a lot of new Reading 
securities—railroad, coal sales or coal 
lands companies. U. S. Steel may be split 
up into its former constituent companies. 


1905 | 1906 | 1907 | 1908 | 1909 | 1910 1911 1912 | 1915 




















MY EXPERIENCE 


The brokerage fraternity would be 
very much pleased if this results in ac- 
tivity which may be compared to that in 
Standard Oil since the dissolution plan 
became effective; but the chances are 
that it will not, since the element of un- 
certainty which generated the great 
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speculative activity of those record years 
is to a large extent eliminated. Nor are 
additional mergers or trust formations 
to be anticipated, owing to the attitude 
of the Government and State authorities, 
armed as they are with recent Supreme 
Court decisions. 








My Experience in the Market 


By R. F. WELLINGTON 
( Third Article ) 





SOON came to the conclusion that 

| the only way the ordinary investor 

could make money in stocks was 

by studying the position, behavior and 
condition of the market. 

By this I mean whether prices are low 
or high in comparison with dividend 
yields on leading standard stocks; 
whether we are in the midst of a panic, 
dragging one leaden foot after the other 
in dank despair like Henry Irving, or 
riding on the top of a boom, waving our 
irresponsible arms like Eva Tanguay 
singing “I don’t care”; or if we are in 
between those two inevitable climaxes, 
whether our general progress is toward 
the one or the other; whether the market 
is “over-sold”—that is, depressed by big 
short sales, which will soon have to be 
bought back again—or “over-bought”— 
which means that too many light-heart- 
ed, light-headed and light-pursed specu- 
lators have bought more stocks than they 
can afford to carry if prices decline 
sharply; whether the genuine investors, 
who take up their stocks and pay for 
them in full, are buying or selling; 
whether prices are more responsive to 
bull news or to bear news; whether a 
“following” is more readily obtained on 
an upward movement or a downward 
movement, and so on and so forth. 


* * * 


| HAVE already related my efforts to 

apply “mechanical methods,” so- 
called, to the wheat market, which were 
unsuccessful in their main object, though 


they resulted in giving me some valuable 
experience. 

As a result, I never had any con- 
fidence in the various patent schemes 
for “beating the market” which are al- 
ways being invented by persons of a 
mathematical turn of mind. 

It’s really astonishing how numerous 
these plans are and how certain the in- 
ventor always is that he has discovered 
the “open sesame” to boundless wealth. 
(In the meantime, he is usually looking 
for a job, owing to insufficient capital to 
work his scheme properly.) 

Why, I once had offered to me an ac- 
tual machine, a little device made of 
metal, with real material wheels—in ad- 
dition to those in the inventor’s head— 
which was guaranteed to predict infal- 
libly the next move in any speculative 
market, as a result of recording on the 
machine each quotation as it came out, 
something like an adding machine. The 
inventor was a civil engineer holding a 
good position. And he also showed an- 
other evidence of sanity, for he refused 
to sell his machine on trial, or in any 
way except on a flat cash basis. 

I shall have to admit, however, that 
there are two more or less mechani- 
cal ideas that have always appealed to 
me as founded on good logic. And as 
many hundreds of persons have worked 
on these same ideas—likely enough many 
thousands, even—it may be useful for 
me to explain what the ideas are and 
tell what I know or don’t know about 
them. 
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THE first one is this: The market for 

any stock or for any active specula- 
tive commodity always has two sides, the 
bid side and the asked side. Steel common, 
for example, may be 70% bid and 70% 
asked; St. Paul 111% bid and 111% 
asked, etc. 

Now it would seem like plain com- 
mon sense that when the market is 
strong more sales would be made at the 
asked price than at the bid price, be- 
cause all offerings would be quickly 
snapped up; and likewise in a weak mar- 
ket more sales would take place on the 
bid price than on the offer, because 
stocks are being pressed for sale. 

We all know, too, that shrewd floor 
traders often make a good deal of 
money by following a method similar to 
this. That is, they are constantly watch- 
ing the strength of the demand and the 
amount of the offerings and trying to go 
with the current—‘scalping,” they call 
it on the Board of Trade. 

If this can be done on the floor, why 
can’t it be done from the ticker, only in 
a broader way than on the floor? That 
is, why cannot the general trend of the 
market be gauged according to whether 
the largest transactions are on the “up” 
side or on the “down” side? 

And why can’t the same idea be ex- 
tended still further, the results record- 
ed from day to day, and the broader 
movements of the market predicted on 
that basis? 

Well, I can’t tell you why not, and I 


THE MAGAZINE OF WALL STREET. 


have never become fully convinced that 
it’s impossible, but I have never known 
anybody to make a success of it—that 
is, any systematic or permanent success. 

One man issued a daily market letter 
for a year or more, based largely on this 
idea. For a time it worked fairly well, 
and then it went all to pieces, and the 
man, because he was tonest and 
wouldn’t sell his wares under false pre- 
tenses, discontinued the market letter. 

I have personally expended a good 
many points of H. P.—or jackass power, 
whichever you like—on this idea, but 
never could make it work. It does 
pretty well in a bull market. Almost 
any kind of a scheme, you will find if 
you experiment, will work in a bull mar- 
ket. But in a bear market or in a nar- 
row, drifting market, it appears to be a 
flat failure, as far as I have ever got 
with it. 

One difficulty is that in very active 
markets the transactions may not be re- 
corded on the tape in exactly the order 
in which they occur; but in ordinary 
markets this objection does not apply 
often enough to be important. 

The main trouble is, I suppose, that 
the amount of stock sold at a given 
price doesn’t tell you anything about the 
amount that may have been offered at 
that price, or bid for at that price. Yet, 
to my mind, that doesn’t fully explain 
why the plan won't work. Perhaps 
somebody else will come forward with 
the real explanation. 





Hints for Investors 


BEFORE purchasing the bonds of a railroad it is well to note the propor- 
tion between the total capitalization and the amount of bonds outstand- 


ing. A great preponderance of bonds means that the road has to struggle 
to meet its fixed charges and that its credit is not altogether of the highest. 
It means that the margin of safety for the bonds is narrow compared with 
that of roads that have a substantial amount of stock outstanding which is 
receiving dividends. 





DONT be too much influenced by the fact that a company is paying 


dividends on its common stock. Numerous instances might be cited 
where dividends have been kept up to the ultimate detriment of the prop- 
erty. Examine the figures and form your own judgment as to whether 
dividends should be paid. By taking a conservative stand you will have 
somewhat of a basis on which to judge the other securities of the company. 











Where Every One Has His Say 


[We invite our readers to contribute to this department anything that may be of 


interest to other readers, or to ask any 
ment, methods of operating, customs of 


uestions in regard to the science of invest- 
e markets, general financial conditions, etc. 


If you disagree with us or with any contributors to this magazine, we will gladly print 
your criticisms (space permitting), and we welcome all enpprenens. If you find any- 


thing in our pages that especially appeals to you, we shall 


glad to know it, so as to 


et a line on what you want. Never mind the style of pone comments—this isn’t a 


literary contest—but please write on one side of 
lease enclose stamped and seJf-addressed envelope. Address, THE 
agazine of Wall Street.] 


reply to questions, 
FORUM, care of 


per only. If you desire a personal 








Moral Aspects of Stock Trading 








HE other day I read “Should Busi- 
ness Men Buy Stocks?” a booklet 
published by Babson’s Statistical 

Organization. What struck me most is 
that, an authority on stocks and bonds as 
Mr. Babson is, he evidently does not be- 
lieve in tape reading. He says, among 
other things, that “any man who en- 
deavors to make a profit from these 


movements (the daily fluctuations) is, in | 


my opinion, simply a gambler.” I have 
always thought that anybody who makes 
money by office trading by means of 
scientific methods, such as tape read- 
ing, is not a gambler at all. 

But the real reason why I am writing 
you is Babson’s statement that “the mar- 
ket is therefore very seldom at its logical 
point based on fundamental conditions; 
but is almost always above or below this 
point based upon these technical condi- 
tions.” He has been explaining how the 
professional traders either push the 
natural movement of the market too far 
or else retard it. This is true enough. 

But what interests me most is not so 


much the correctness of his statement as 
the moral aspect of trading. Now the 
purpose in writing you this letter is to 
have your opinion in regard to the moral 
responsibility of a trader. Moreover, I 
suggest that you print an article in your 
magazine justifying the trader or con- 
demning him, whatever you please, so 
far as the moral phase of trading is con- 
cerned.—M. L. 


Mr. Babson evidently does believe in 
tape reading, as he is one of the largest 
buyers of our book, “Studies in Tape 
Reading,” which he uses as a text-book 


in his educational course on invest- 
ments. Our idea of a gambling ope- 
ration in stocks is one in which the 
operator does not use intelligent fore- 
sight in making his purchase or sale. 

“Studies in Tape Reading” shows that 
there are certain principles governing the . 
hourly, daily, monthly and yearly fluctua- 
tions ; that there is a science of trading on 
the daily fluctuations just as there is the 
science of trading for the long pull. We 
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do not see that the duration of anyone’s 
stock market operations has anything to 
do with the matter. 

Mr. Babson is quite right in saying 
that the market is very seldom at its 
logical point based on fundamental con- 
ditions. Look over Babson’s chart and 
you will see that if you bought when 
fundamental conditions (as indicated by 
his chart) were lowest, the market price 
would be well away from the low point. 
Mr. Babson cannot blame the profes- 
sional traders for this any more than he 
can blame the small investor or the large 
capitalist. It is the natural result of 
cause and effect, only the cause does not 
usually get into the fundamental statis- 
tics until one to three months after the 
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information would be the most useful. 

As to the moral responsibility of a 
trader, each must decide this for himself; 
but the making of money in the stock 
market in a studious, careful and scien- 
tific way is, in our opinion a legitimate 
and useful occupation. People who do 
not understand daily fluctuations may 
call it gambling but that does not make 
it so. 

Some of the articles dealing with the 
moral aspects of stock speculation, pub- 
lished in this magazine, have been as 
follows: “The Ethics of the Stock 
Market,” October, 1910; “Usefulness of 
the Stock Market to Society,” July, 1911; 
“Does Speculation Steady the Market?” 
September, 1911. 








The Union Pacific Extra Dividend 





LBERT H. WALKER, the New York 

lawyer, has the following to say about 

an extra dividend distribution on Union Pa- 
cific : 

I write to suggest four motives which must 
logically prevent the directors of the Union 
Pacific Railroad Company from distributing 
among any of its stockholders, the proceeds 
of its sales of its stock in the Southern Pacific 


mpany. 

FIRST —Those proceeds comprise about 
$70,000,000 in cash or its equivalent, and that 
cash constitutes about ten per cent. of the 
total assets of the Union Pacific Railroad 
Company. Those total assets belong in equity 
to the common stockholders and to the pre- 
ferred stockholders, and to the bondholders 
and other creditors of that corporation. Those 
bondholders and other creditors, held on June 
30, 1912, a total interest of $343,976,005 in 
those assets, and on the same day the pre- 
ferred stockholders held an interest in those 
assets to the par value of $99,543,600, while 
the common stockholders held an interest in 
those assets to the amount of $216,644,300. If 
$70,000,000 of the assets of the company were 
to be distributed among its stockholders, that 
distribution would be unjust to the bondhold- 
ers, in diminishing, to the extent of ten per 
cent. the security on the debts due to them. 
Such distribution and consequent diminution 
of security, if attempted, would furnish a good 
foundation for a bill in equity, brought by 
any bondholder against the company for an 
injunction prohibiting any performance of the 
attempt. 

SECOND.—Any proposition by the directors 
of the Union Pacific Railroad Company to 


distribute among its common stockholders 
that vast amount of $70,000,000, would furnish 
a good foundation for a bill in equity, brought 
by any preferred stockholder, against the com- 
pany for an injunction prohibiting any per- 
formance of that proposition, on the ground 
that the preferred stockholders cannot law- 
fully be excluded from any such distribution. 
For though the charter of the company pro- 
vides that the preferred stockholders shall 
not receive more than four per ‘cent. on their 
stock out of the earnings of the company, 
there is no provision limiting the right of the 
preferred stockholders to participate equally 
with the common stockholders in whatever 
distribution may lawfully be made of the pro- 
ceeds of the sales of property belonging to the 
corporation, where, as in this case, the 
property proposed to be distributed did not 
directly or indirectly arise from any earnings 
of the Union Pacific Railroad Company. It 
arose mainly from investments of borrowed 
money, and the remainder of it arose from 
profits made on those investments. 
THIRD.—Any proposition by the. directors 
of the Union Pacific Railroad Company to 
distribute among its common and preferred 
stockholders, that vast amount of $70,000,000, 
would furnish a plausible foundation, though 
not a good one, for a bill in equity brought 
by any common stockholder against the com- 
pany for an injunction prohibiting any per- 
formance of that proposition, on the ground 
that the preferred stockholders are not entitled 
to share in any distribution of money by the 
company, in excess of four per cent upon the 
amount of their stock. This contention would 
be absurd, because if it were sound, it would 
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authorize the directors of the company after 
paying the debts of the company, to distribute 
all its assets among its common stockholders. 
Nevertheless the common stockholders would 
litigate long and strenuously before permitting 
the preferred stockholders to receive any por- 
tion of the $70,000,000 proposed to be dis- 
tributed. 

FOURTH.—The best use the directors of 
the Union Pacific Railroad Company can make 
of that $70,000,000, is to loan it out from time 
to time, on short-time securities, until hereafter 
in the near future, an opportunity will arise 
to use it all in purchasing the Central Pacific 
Railroad; which railroad the Southern Pacific 
Company at present holds in violation of the 
Sherman Law, and will ultimately be com- 
pelled to sell, and which thereupon the Union 
Pacific Railroad Company will have an excel- 
lent opportunity to lawfully purchase and 
thereafter permanently hold. 





A recent Dow-Jones bulletin states the 
other side of the case: 

“Any imminent, possible, or probable 
Union Pacific extra dividend is not a ques- 
tion of money, but of policy. Union Pacific 
could pay, if it wanted to do so, an extra 
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dividend of nearly $70 per share from ac- 
cumulated surplus, without touching a cent 
of the money received from sale of Southern 
Pacific stock. 

“Of course, an extra dividend of such 
magnitude will not be disbursed. The di- 
rectors could never justify such an extrav- 
agant course. Nevertheless, the profit and 
loss surplus is now in excess of $200,000,000, 
and any part of this that the directors 
choose to distribute can be distributed. 
This course would raise no question as to 
the right of the preferred stock to partici- 
pate. This surplus has been built up in re- 
cent years from the earnings which would 
otherwise have been available for current 
common dividends. The company’s charter 
pretty clearly defines that the preferred has 
preference as to dividends only up to 4 per 
cent. per annum. 

“Any distribution from surplus, instead of 
from the Southern Pacific sale receipts 
would be in the nature of taking cash out 
of one pocket and putting it into another, 
but the company has the cash, and doubt- 
less still has some say as to what it can do 
with it. If it is proved that the best policy 
would be an extra disbursement, it will, no 
doubt, be made.” 





Price and Volume As Compared With 


“Weight” and “Bulk.” 
While considering the relation of prices 


and volumes it occurred to me that this 
relationship was in one sense not unlike the 
simple process of measuring weight on a 
beam scale. The price figure made as a 
result of a series of transactions is the 
“weight” of the buying and selling and the 
volume bought and sold is the “bulk.” 

The relation between “weight” and 
“bulk” as applied to stocks is not, however, 
exact, as is the result produced upon the 
actual scale. It is elastic, varying accord- 
ing to certain momentary ‘influences, which 
for want of better term we will call “temp- 
eramental pressure.” 

At one time 100,000 shares will exercise 
less apparent influence upon “weight” than 
will 50,000 at another. When a definite 
trend direction has been established “bulk” 
added in the direction of the trend has 
greater “weight” than the same “bulk” 
added when no definite trend exists. 

At such times as trend is in doubt study 
tendencies to respond to “bulk” influence. 
That direction most responsive usually in- 
dicates coming trend. 

There can be no “weight” without “bulk”; 
and, broadly speaking, the greater the 
“bulk” the greater the “weight” registered 
up or down.—T. L. S. 


Bond Averages. 


I would be very much obliged to have 
you give me a list of ten active bonds which 
you would consider most suitable for a 
Trend Chart for Bonds.—A. S. 


In reply to your inquiry we beg to state 
that almost any ten of the long-term stand- 
ard issues of railroad bonds actively traded 
in would make a satisfactory barometer. 
The ten bonds named below would answer 


the purpose: 
Atch. Gen. 4s. Seaboard Adj. 5 
Atl. Coast Line 4s. Lake Shore 4s. 
C. B. & Q. Joint 4s. Nor. Pacific 4s. 
Rock Island Col. 4s. So. Pacific Ref. 4s. 


Erie Gen. 4s.. Un. Pacific first 4s. 

Convertible bonds could be avoided, as 
their speculative privileges make them sub- 
ject to market fluctuations which unfit 
them for use in a compilation of this kind. 
The Dow-Jones average is made up of 
twenty-five bonds. You can use the same 
bonds if you think best and thereby have 
the advantage records already compiled of 
a number of years past. 


Watching the Board. 


In some of your previous volumes you 
replied in answer to an inquiry, that at- 
tempting to trade by watching the board 
was an “old delusion,” etc. This, however, 
was before you began publishing The 
Trend Letter. What I want to know is, 
whether you do not consider that this 
method could be used to advantage in con- 
nection with The Trend Letter, the idea 
being to close trades daily or at most when 
indications showed that the particular 
movement up or down was about to end. 
The tapes that are accessible here do not 
show volumes of sales, hence I fear that 
results could not be obtained from them. 
In other words, while tape reading would 
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doubtless be the best, would not the plan 
of watching quotations on the board be 
the next best thing, provided the trader 
had reasonable grounds for thinking that 
the general onl for the time being, was 
in a certain direction?—H. H. T. 

The Trend Letter now gives positive 
buying and selling instructions, so that it 
is not necessary for subscribers to watch 
a quotation board, a ticker or anything else 
so long as they are following these in- 
structions and not working on their own 
judgment. 

The Trend Letter never advocates clos- 
ing out trades daily. It takes a position 
at what we consider the important turning 
points of the market and aims to secure 
the greater part of the important swings. 
{In watching a quotation board the trader 
is apt to lose his bearings because he con- 
centrates on the fluctuations of the day, 
which form but a small cog in the great 
machinery of the market. 

Tape reading can be successfully ac- 
complished without the volume of sales. 
We should prefer to use (1) a tape which 
gives the volumes, (2) one which does not, 
(3) the daily newspaper which gives the 
volumes and individual transactions, (4) 
the quotation board. 


Breadth of the Market. 


The writer was very much interested in 
the article on the breadth of the market 
by your Mr. Wyckoff in the August num- 
ber of the magazine. As you have no 
doubt kept a record same as that shown 
on page 306, could not this idea be used as 
an aid to show accumulation of stocks, or 
the weak spots in the ye where stocks 
should be bought?—J. 

We have studied a ee of the 
breadth of the market, but we do not at 
present see any way in which this indica- 
tion could be used to show accumulation 
or distribution. It is a gauge of the out- 
side pertcipetion in the market, and is a 
valuable guide if used from this angle. 


Are Others Interested? 


In Volume V., page 197, of your maga- 
zine you have a table—five pages in all— 
which is a most desirable schedule. As it 
is now buried in the past and probably out 
of stock, and as it probably needs revision, 
it seems to me if it was revised and en- 
larged and brought down to date it would 
be most welcome published in booklet 
form.—C, N. B. 

Thank you for the suggestion. You evi- 
dently refer to the table in our issue of 
March, 1910, giving the relative value, ac- 
tivity, character of manipulation, etc., of 
all stocks on the list. Yours is the only re- 
quest we have had for an up-to-date pres- 
entation of this table. If we receive suf- 
ficient others, we shall be glad to present 
it again. 
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Technical Conditions. 


I should appreciate it greatly if you 
would be kind enough to enlighten me on 
the following questions, which I do not 
understand clearly enough 

(1) What is meant by the technical in- 
dications of the market, such as a strong or 
weak market, a dull or firm market, and 
the like? 

(2) Does the extent of excess of demand 
over supply or the reverse at any instant cd: 
termine the extent of a rise or fall in the 
price? 

(3) What is the normal volume of shares 
traded in daily? On what basis can I[ tel! 
that the market is active or not according 
to the daily volume of shares traded in? This 
question refers to the total daily volume. 
Now I want to know the same thing in 
regard to the different volumes that appear 
on the tape. 

(4) What are the best charts for the pur- 
pose of detecting the momentary trend of 
the market. I do not mean the long 
swings. I want the charts for my study of 
tape reading. I have seen many charts 
that are evidently suited for long-swing 
operations, 

(5) Are the various charts based on the 
small fluctuations or daily price-move- 
ments?—M. L. 

(1) The technical indications of the mar- 
ket relate to its comparative strength and 
weakness on the high and low spots; also 
the volume of transactions, the activity, 
breadth, etc. These are all comparative. 
A stock may be comparatively weak if - 
declines one point. On the other hand, if 
the majority of issues have advanced tien 
points and a certain stock only one point, 
the latter would be regarded as compara- 
tively heavy. All these distinctions are the 
fine points by which the market is judged, 
and it takes long experience to be able to 
give them proper weight. 

(2) This question is not fully clear to 
us. The extent of the rise or fall depends 
on both the amount and the urgency of 
the demand or offerings. 

(3) There is no fixed volume which 
might be called normal. An average day 
in these times is from 200,000 to 400,000 
shares. You can judge the activity by the 
extent of fluctuations (that is the differ- 
ence between the high and low of the ac- 
tive stocks), also by the breadth of the 
market (see recent issue of this magazine) 
and the volume of shares dealt in. There 
is no starting point, as the importance of 
these factors is entirely relative. When 
the market has been running along for 
weeks from 200.000 to 300,000 shares per 
day, then a half million-share day would 
be “big”; but if the average were from 
700,000 to 800,000, a drop to 500,000 shares 
would make that day a “small” one. The 
same thing applies to the volume of in- 
dividual stocks. 

(4) Read “Studies in Stock Speculation,” 
Volume V., VI. and VII. of this magazine. 

(5) Charts are based on almost any kind 


















of a fluctuation you choose. The vertical 
line chart is the most convenient for re- 
cording. daily price movements. There 
have been numerous examples of this in 
recent issues. 





The Usual Result. 

Last fall the manager of a banking house 
in New York advised me to buy Enameling 
& Stamping common. He told me that a 
director of that company had told him that 
a dividend would be paid on this stock. 
He said also that he himself had bought 
some of these stocks. I bought. No dec- 
laration of the dividend came. I think that 
young man made a bluff and came by this 
in conflict with our laws. What would you 
advise me to do? Write to the directors 
and let them take the necessary steps, or 
tell his firm or communicate with the dis- 
trict attorney of New York?—A. W. 

We are sorry to say that we do not see 
any way in which you would have recourse 
against the party who gave you the ad- 
vice. If you were to advise some one to 
buy a certain stock, you would doubtless 
do so with the best intentions. This was 
probably the case with the young man who 
induced you to buy. Better not trade on 
tips in the future. 





The Theory of the Averages. 


In an article in this issue Mr. Wellington 
makes a reference to the interpretation of 
the averages by a leading daily. Apparently 
he refers to the Wall Street Journal, and 
we are therefore printing herewith the ex- 
planation of the theory of the averages, as 
recently given by that publication, in order 
to present both sides of the argument: 

For many years past The Wall Street 
Journal has recorded from day to day the 
average price of twenty active railroad 
stocks and twelve industrials, with the re- 
sult that a record of the price movements 
has been established which has become val- 
uable for comparison and forecasts. The 
interpretation of the averages is largely 
based upon the law-of the price movement, 
as formulated by the late Charles H. Dow, 
the founder of this paper. This is that 
there are three tendencies in the stock mar- 
ket, operative at the same time. The 
primary movement is the main swing up- 
wards or downwards, which may last any 
time from a year to more than twice that 
period. 

But during that period there occurs a 
secondary movement, against the general 
current, which may be defined as a bull 
swing in a bear market, or a reaction dur- 
ing the course of a general advance. Such 
movement may not last more than a month, 
but it has extended much longer without 
changing the primary tendency of the mar- 
ket. The third movement is the daily fluc- 
tuation in prices, which operates irrespect- 
ive of the primary movement, or the sec- 
ondary swing. 

Over a long period of years these move- 
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ments can be traced by a comparison of the 
averages, and therefore studies on the price 
movement, with Dow’s law well in mind, 
became valuable and have a considerable 
percentage of probability in their favor. It 


is not suggested that the system would be 


any less deceptive than those which ruin 
men at the gambling table, because the sec- 
ondary swing or even the day-to-day move- 
ment would easily beat the speculator un- 
less he had practically unlimited credit and 
an unlimited market. 

But for the business man concerned with 
investments, and interested in the price 
movement of stocks for its invaluable qual- 
ity of forecasting business conditions, the 
average cannot be disregarded, and repays 
careful study. It is absolutely impartial, 
because it takes every factor into account. 
It allows for dullness or activity, and for 
everything else that, over a_ sufficiently 
wide period, can affect the market. No 
man in Wall Street knows everything, but 
the aggregate knowledge is reflected in the 
prices, and that knowledge is greater than 
can be shown anywhere else. 

Simple deductions can be made, as for in- 
stance whether the market has really 
changed its primary movement. If, for 
instance, stocks have rallied for a month or 
more after many months’ decline, the aver- 
ages will tend to make what is called a 
“line.” They will fluctuate within a nar- 
row range for a period sufficiently long to 
indicate either accumulation or distribution. 
Experience has shown that if the price 
breaks below that line the inference is that 
the main bear movement has been resumed. 
If, on the other hand, instead of disclosing 
a condition where the market is saturated 
with stocks and, precipitation must follow, 
the price advances above the line, experi- 
ence confirms the inference that a resump- 
tion of the bull movement is indicated by 
the obvious absorption of stocks which 
may subsequently develop into a primary 
bull market. 

Such a radical charge would be indicated, 
not in the advance, but in the next sec- 
ondary bear swing. Of course, there are 
long periods when the averages give no 
well defined indications. But there are 
times also when they run remarkably true 
to form, and deductions made on these 
simple lines have proved surprisingly ac- 
curate in the past. 


Book Reviews 


Poor’s Manual of Industrials for 1913. 
Fourth annual number. Cloth, 2,268 pp. 
Price, $7.50 net. 

The fourth annual number of this well- 
known and standard investor’s guide sets 
a high standard for works of this character. 
It covers manufacturing, mining and miscel- 
laneous companies, and embraces the larg- 
est number of companies contained in any 
similar publication. The arrangement of 





companies is simple, so that any desired in- 
formation can be turned to in a moment, 
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and the statistics and miscellaneous in- 
formation given are complete and carefully 
condensed. 

Poor’s Railroad Manual has been pub- 
lished continuously for nearly half a cen- 
tury, so that the name Poor stands for the 
best in the line of manudés. The Manual 
of Industrials has further increased the rep- 
utation of the publishers, and the improve- 
ments introduced from year to year make ii 
more and more valuable. 

This manual is unexcelled for the com- 
pleteness with which the field is covered 
and for simplicity of arrangement and ac- 
curacy. For sale by THe MAGAZINE OF WALL 
STREET. 


Public Utilities: Their Cost New and De- 
reciation. By Hammond V. Hayes, 
h. D., Consulting Engineer. Cloth, 262 
PP., with index. Price, $2.62 postpaid. 
(D. Van Nostrand Company.) For sale 
by The Ticker Publishing Company. 
This book is a careful study by an ex- 
perienced public utility engineer of the im- 
portant questions of property valuation, 
cost of replacement, value of good will, 
franchises, etc., and depreciation of public 
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utility properties. Although the subject is 
taken up chiefly from the standpoint of the 
engineer, many legal decisions are never- 
theless quoted bearing upon important 
points discussed. Various tables are pre- 
sented, illustrating actual methods of valu- 
ation and the calculation of cost of renew- 
als, etc. Chapter headings are as follows: 

Chapter I. Property Valuations—General 
Considerations. Chapter II. Replacement 
Costs of Physical Property. Chapter III. 
Determination of Replacement Cost. Chap- 
ter IV. Value as Going Concern. Chapter 
V. Values of Good Will and Franchises. 
Chapter VI. Original Cost. Chapter VII. 
Commercial Value. Chapter VIII. The 
Worth of Service of the Consumer. Chap- 
ter IX. Reserve for Depreciation. Chapter 
X. Life of Plant. Chapter XI. Deprecia- 
tion. Chapter XII. Fair Present Value— 
Rates. Chapter XIII. Fair Present Value 
—Condemnation or Sale. Chapter XIV. 
General Consideration Relative to the Reg- 
ulation of Public Utility Undertakings. 

The book is worthy the careful attention 
of those connected with public utility cor- 
porations and of investors who purchase 
securities of that kind. 
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The Iron and Steel Situation 








ness during August and the early part 

of the current month were to be ac- 
cepted as the final cause of sentiment, that 
sentiment would be distinctly cheerful. 
During all that time nothing whatever de- 
veloped to break the continuity of good 
business in this trade. On the contrary, 
the smooth and steady movement of the 
business throughout the entire country 
was in keeping with the signs that devel- 
oped in July which told the best observers 
of the trade that the day for real pessimism 
was yet a long way off. 

A little scare started in the minds of a 
few people when they read that prices were 
being cut and that production was slumping. 
These superficial observers, not knowing 
the exact facts of the steel business, jumped 
at the conclusion that something radical 
was happening. They were entirely mis- 
taken. 

So far as tonnage was concerned the past 
few weeks have been almost record breakers 
for the reason that production kept right 
up to capacity. For summer time this is 
unusual. Production should normally go 
down considerably in the midsummer, yet 
here was a time when shipments were up 
to within 10 per cent. of the capacity of 
the mills. And the reason that production 
did not slump off was that orders were 
coming in better than the sharpest ob- 
servers expected. 

For instance, the Steel Corporation 
showed in its figures of unfilled tonnage, 
given out on the 10th of this month, that 
new business during August was booked 
at the rate of 34,000 tons daily instead of 
30,000 tons as estimated. Furthermore, 
whereas two months ago bookings were 
running at the rate of less than 60 per cent. 
of capacity, in August they ran about 75 
per cent. of production. And this was the 
situation in the trade generally, of which 
the Corporation is an accurate index. 

As to the matter of price-cutting, the 
words of those directly and intimately in 
touch with the business should be sufficient. 
Here they are, written a few days ago. 
There is nothing more to it than stated: 

“Steel prices are now in further course 
of readjustment, seeking a level at which 
buying will again exceed shipments. This 
level, it is hoped, will be reached by the 
close of September. Contrary to their at- 
titude at some previous junctures when the 
market level became unsound, the mills are 
rather courting lower prices in some in- 
stances, and are endeavoring to make the 
way easy for a resumption of buying, rather 
than holding prices rigidly and encourag- 
ing a definite slump eventually.” 

Going to the fundamental things that 


|’ the condition of the iron and steel busi- 


enter into the steel and iron business, there 
is nothing but good cheesx. That is to say, 
the pig iron and coke ends of the business 
are thoroughly healthy—not booming. The 
manufacturers of iron and steel, seeing that 
the needs of the country are such as to 
keep them busy all the time if blundering 
moves are not made in boosting prices, have 
kept things on even keel, preferring to keep 
the mills going steadily on moderate but 
satisfactory profits than to have big busi- 
ness and big profits for a short but merry 
season and then a dry time with alli its 
consequent disorganization. 

Some people were expecting a strong 
buying movement in all iron and steel prod- 
ucts to set in about the early part of this 
month, but that did not materialize. Now 
they look for it next month. But they do 
not need an enormous increase in buying 
to make the mills’ outgo and the incoming 
orders equal. If this big rush of buying 
should materialize it would have the effect 
of piling up orders on the books of the com- 
panies, so that instead of having enough 
business to keep them going for three or 
four months full capacity they may have 
enough to keep them busy for eight or ten 
months ahead. 

While the new bookings are still running 
below full capacity the tendency will be for 
the mills to be easy on prices, which will 
bring increasing amounts of orders. This 
seems to have been the situation since early 
August. The foresight with which the steel 
market is being handled by the manufac- 
turers and jobbers, coupled with the fact 
that much steel must always be bought, 
leaves both the manufacturers of steel and 
the holders of steel securities in a comfort- 
able position. 


NEWSPAPER MISINFORMATION 
ON STEEL. 


Right on this subject of the production 
of the steel mills it is of interest to give 
an incident that occurred recently showing 
how the daily press can be sadly lacking 
in accurate information on the steel busi- 
ness. We will not put it so strongly as 
the authority we quote, but here is what 
the American Metal Market, which knows, 
said about the item in question under the 
caption “Nailing a Lie”: 

“There appeared in certain of the finan- 
cial papers today the following, purporting 
to be a telegram from Pittsburgh: 

“*There has been a very heavy fall- 
ing off in the production of the sheet 
and tin plate mills and wire mills. Op- 

erations of the sheet mills are on a 

.basis of not much more than 50 per 

cent. capacity. Wire mills are operat- 

ing not much more than 60 per cent. of 
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capacity and a great deal of this ton- 
nage is going into warehouses.’ 


“Our readers, members of the _ iron, 
steel and metal trades and consumers 
of these commodities, do not require to 
be told there is no basis of truth in 
the above statement, as they know from 
our reports and those of other iron 
and steel trade journals, and from their 
own experience, that exactly the opposite 
is the true condition of the industries con- 
cerned. There is always lessened. operation 
of the mills during midsummer on account 
of hot weather, at which time advantage 
is taken to make repairs, etc., and while 
there has this year been something of this 
kind going on, the fact is that the closing 
down and repairs have had to be fewer than 
in former years, for the reason that the 
mills have been too busy on old orders to 
indulge in their usual let-up in operations.” 

Then follows an accurate statement of 
the position of these various mills showing 
that when the editorial was written sheet 
mills were running at 80 per cent. of capac- 
ity, tin mills about 84 per cent., with very 
little curtailment of output, and wire mills 
about 75 per cent. of capacity and getting 
ready for a big fall trade. This authority 
goes on: 

“As regards the further statement ‘a 
great deal of this tonnage is going into 
warehouses’ the facts are, that never at any 
time in the history of the trade, were sur- 
plus stocks of these commodities or the 
amount going into stock as compared with 
the production, as they are today, so small, 
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in fact, the great feature of these industries 
has been lately, that although production 
has been large, the goods have been wanted 
by consumers as quickly as produced, which 
explains the recent operating activities of 
these mills in the face of the season of the 
year when it is natural to expect mid- 
summer dullness and closing of mills for 
repairs. 

“It is very evident that the false report 
has been put out by certain Stock Exchange 
interests who specialize up and down in 
Steel stocks. The standing of the papers 
in which the dispatch was published, makes 
it important, as these papers largely derive 
their information from stock jobbers who 
pose as oracles in steel matters. 

“After the impressive improvement in the 
stock market, the result of the great change 
in sentiment that has taken place in business 
confidence, it is natural that some Stock 
Exchange interests would like to bring 
about a reaction, but any reaction brought 
about by a lack of knowledge of what is 
actually going on in the iron and steel in- 
dustry can only be temporary. It would 
be extremely interesting to know who it 
was in Pittsburgh who telegraphed such a 
statement. Certainly it came from no one 
who is connected with the industry, or any 
reporter or trade paper correspondent there 
who knows anything about actual condi- 
tions. Of course some of the stock jobbers 
in New York have Pittsburgh branches who 
conduct ‘manufacturing’ operations, their 
principal output being the dissemination of 
information of a character to suit. their 
book.” 





one is on the inside. 


sided.—T. L. S. 





The Insider 


[? is the business of insiders to anticipate public responses. 
is not such a difficult science as it might appear—provided, of course, 


I know that you will at least smile if I tell you a good story and 
probably laugh heartily in case my story has also the virtue of youth 
I know, too, that bad news will depress you. 

Insiders know many coming events before that knowledge becomes 
public intelligence, therefore they have in this forehanded knowledge a 
powerful advantage over the trader who is without inside connections. 

The contest between Insider and Public is therefore very much one- 


And that 

















Essential Statistics Boiled Down 








comparisons for the 
(or nearest month obtainable) 
the four preceding years. 


HE figures 
view of the 
situation, with the 


financial and industrial 


below give a complete | 
best | 


available 


corresponding month 


in each of 





Average Average Per Cent. Per Cent. 
Money Money Cashto Loansto 
Rate Rate Deposits, Deposits, 
Prime European New York New York 
Commer- Banks Clearing- Clearing- 
cial Paper house house 
New York. Banks. Banks. 


Sats ba' 6 25.1 100.9 
26.7 99.3 
25.6 99.1 
25.3 99.8 
26.8 97.8 
27.2 99.0 
25.9 97.5 


Banks. 


September, 
August, 
July, 
September, 


107.2 
109.2 
103.6 


106.8 
103.0 


15.6 
152 
16.3 


16.5 
17.0 


6 

53% 
4 
534 
4% 


National National 
Banks. 


Per Cent. Per Cent. Money in 
Cashto Loans to Circulation 
>< om Per Capita 


First of 
Month. 





Balance of 
Gold 
‘ Movements 
Excluding —Imports or 
N. Y. City. Exports. 
(000 omitted) (000 omitted) 


$5,615,695 


Bank 
Clearings 
of U.S 


New Securi- 
ties Listed 
N. Y. Stock Clearings 
Exchange of U.S. 
(000 omitted) (000 omitted) 


$38,085 


Bank 


August, 1913....... $12,377,889 


July, 
\ugust, 


200,065 
142,063 


13,536,575 
13,208,383 


390,374 
9,500 
173,703 


12,662,586 
11,537,521 
13,510,914 


6,191,655 
5,722,100 
5,278,444 
5,075,253 
4,824,477 


$79 
3,078 


Ex. 
Ex. 


Balance of 


Trade 
Imps. or 
Exports 


po 
(000 omitted) 


Ex.$50,108 
Ex. 21,234 
13,088 


3,624 
9,668 
3,881 


Im. 
Im. 


18,239 
3,691 
7,342 





Bradst’s 

Index of Index of 

Commod- Commod- 

ity Pes. 

September: DOR... <oxs.00 dasseen 9. 
901 ’ 
8.95 2, 
21 
8.82 
8.95 
8.59 


August, 
pe ae 
September, 


a icc Daigin eice ss 9. 


ity 
10 


{Figures are for last day of mo. 


2, 
2, 
2,407 
2,255 


English 


Pcs. 


2,693 
2,689 


669 
722 
531 


Whole- 
sale 
Price of 
Pig Iron. 
$14.25 
14.06 
13.75 
15.87 
13.31 
14.25 
17.35 


Produc’n 
of Iron 
( Tons.) 


2,545 
2,560 
2,912* 
1,926* 


2,106* 
2,248* 


Price 


of 


Copper 
(000 o’td.) (Cents.) (0000’td.) t 


16.9 
15.6 
14.5 
17.5 
12.2 
12.3 
12.8 


U.S. St’l 


Co, Unfill. 


Tonnage 


5,223 
5,399 
6,163* 
3,695* 
3,537* 
4,796 





Net 
Surplus 


Building 
Operations, 


Business 
Failures 


Sept., 
Aug., 
July, 

Sept., 


* August. 


1913.. 
1913.. 
1913.. 
1912.. 
1911.. 
1910.. 
1909. . 


of Idle 
Cars. 
58,306 
58,455 
63,704 
9,750 
84,541 
50,729 
106,677 


tJuly. 


Twenty 
Cities. 


42 547, 451* 
48,855,000* 


Total 
Liabilities. 


$21,935,467 
37,789,725 
16,315,882* 
12,009,036* 
12,110,250* 
9,011,283* 


Crop Conditions. 
- 





Winter 
Wheat. 


81.6 

73.3% 
67.8t 
81.5 
82.4T 


- 


Spring 


Wheat. 


75.3 
74.1 
73.8 
90.8 
56.7 
63.1 
88.6 


Corn. 


65.1 
75.8 
86.9 
82.1 
70.3 
78.2 
74.6 


—’ 


Cotton. 


68.2 
79.6 
74.8* 
73.2* 
72.1* 
63.7* 


Babson’s 
Average 
10 Lead- 
ing R. R. 
ae 7) 


9 0 
91.3 
96.0 
97.7 
97.9 
101.5 











The Situation Summarized 





[While an attempt is here made to divide the important factors into favorable and 


unfavorable, this classification is for convenience only. 


It should be fully recognized 


that the same factor may have a bullish effect in one direction and bearish in another, 
or may be bullish in its immediate influence, but containing dangerous possibilities for 
the future. Also, it would be impossible to strike a balance in this way, as one bullish 
factor might be so important as to outweigh all bearish considerations, or vice versa.] 


Favorable 
A BETTER bond market is perhaps 


the most encouraging feature of 

the present situation. Advance in 
bond prices is as yet moderate, but there 
is no mistaking the improved tone of the 
market. 

Fighting discontinued in the Balkans, 
largely as a result of the exhaustion of the 
contending nations. Crisis seems to be 
past, and no indication that the Powers 
will become involved. 

Easy call money continues a feature of 
the situation, although this is the season 
of the year when some advance would nat- 
urally be looked for. 

Rate on commercial paper a little easier, 
which is taken to indicate that acute money 
stringency will be avoided this fall. It is 
hoped that the turn is past, and that much 
easier money will be seen after Jan. 1. 

Better prices for pig iron show that steel 
manufacturers are taking a fairly hopeful 
view of business prospects, in spite of the 
reduced tariff on their products. 

Sensational decrease in supplies of cop- 
per, stock on hand in America being small- 
est since formation of Producers’ Associa- 
tion. A sharp advance in price of copper 
metal has naturally resulted. 

Reports of extra dividend on Union 
Pacific have done much to help the stock 
market. It is argued that such a distribu- 
tion would indicate a spirit of confidence 
in high financial quarters. 

Strength of Paris market has been notice- 
able,. showing that the Balkan financing 
does not frighten French banking interests. 
Reappearance of hoarded money abroad 
should ease the situation hereafter. 

progress of Tariff Bill indicates 
that this element of uncertainty will soon 
be out of the way. Business men can then 
adjust themselves to the new rates. 

Currency Bill may not be passed at this 
session, but recent disposition of Congress 
to listen to opinions of leading bankers 
leads to the hope that it will finally be 
modified into workable shape. 

advance in stock market has op- 
erated to restore confidence. Some in- 
vestors had begun to fear that stocks had 
forgotten how to rise. 


Unfavorable 


NSATISFACTORY crop conditions 
have operated to check business in 
sections where the injury is greatest. 

Considerable damage to all leading crops 
except wheat, with corn the worst sufferer. 


Bank reserves very low all over the 
country, as shown by Comptroller’s Report 
for condition of August 9, with loans in- 
creasing. Expansion of loans by country 
banks (outside N. Y. City) since June re- 
port amounts to $75,000,000. 


Bank clearings for August show falling 
off in business activity amounting to almost 
10 per cent. from July for country outside 
New York and about 2 per cent. from 
Augus:, 1912. 


. 
Mexican situation seems to show im- 
provement, but must still be counted as 
one of the restraining factors. 


Tax on cotton sales was included in 
Tariff Bill as it passed the Senate. Would 
undoubtedly have a depressing effect on 
this branch of trade, and be injurious to 
farming interests. 


U. S. Steel unfilled tonnage still decreas- 
ing, though not as rapidly as a short time 
ago. August orders better than July, but 
at low prices. Average operations now 
about 85 per cent of. capacity. 


Business failures large, due to generally 
falling prices (except where raised by short 
crops) and high rate for commercial paper. 
Banks are carefully scrutinizing credits. 

Reduction of dividends on Chesapeake & 
Ohio and on St. Louis Southwestern pfd. 

Railroad earnings show decreases as 
compared with last year. Due in part of 
crop damage, which has restricted buying 
in many sections. 

Suit filed by Attorney-General for dis- 
solution of Reading Company. Also re- 
ported that preparations are being made for 
suit against New Haven road alleging viola- 
tion of anti-trust law. 

_ Increase in idle cars shows falling off 
in general business. Decrease would be 
natural at this season. 

Anti-trust legislation to be taken up by 
Congress at regular session. 
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Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 








no important change in general 

banking conditions. The Comp- 
troller’s Report on the condition of all 
National Banks showed, as expected, prac- 
tically no increase in the proportion of re- 
serves to deposits and loans. 

The slight increase that did appear was 
due to the fact that the call was made for 
a Saturday, a short day, when mae checks 
fail to become entered under the head 
“Exchanges for clearinghouse.” This item 
on August 9, the date of the call, was $123,- 
507,000, which compares with $296,016,000 
September 4, 1912. The difference was en- 
tirely due to the fact that call was for a 
Saturday while last year’s call was on a full 
working day. 


D URING the past month there has been 


* * 


“Exchanges for c.earinghouse” are included 
as a part of “Deposits”; so that this differ- 


Notz.—The above 
and surplus reserves, o 


movements of standard railway stocks from 1902 to date. 1 
The lines for surplus reserves and for the stock market are not thus modified. 


to a non-seasonal basis. 


ence affects the per cent. of reserves and 
also the per cent. of “cash to individual 
deposits.” It is an interesting commentary 
on the depth of current discussions that no 
financial publication has mentioned the sub- 
ject, or allowed for it in figuring percent- 
ages. 

Per cent. of reserves, on the face of the 
returns, was 20.7 on August 9, against al- 
most exactly the same figure a year ago, and 
per cent. of cash to deposits was 15.6 against 
15.2 last year. Allowing for the above 
differences in “Exchanges for clearinghouse,” 
the per cent. of reserves becomes about 
20.2 and per cent. of cash to deposits 15.1. 

Our general credit position was decidedly 
extended on August 9, as regards the 
amount of cash behind the deposits. Loans, 
moreover, are considerably greater than a 
year ago, having increased $123,000,000. 

It is on the basis of such figures as these 


aphic shows (in millions of dollars) the general course of the excess deposits 
ew York clearinghouse banks Coguing, out the trust companies), and the 
e li 


broad 
me for excess deposits has been adjusted 





The upper zero line represents equality of loans and deposits. The second zero line represents reserves 


equal to 25% of deposits. The principles on which the 
structing it are fully explained in Mr. Selden’s book entitled “Investing for Profit.” 


elsewhere.) 


aphic is based and the exact method of con- 
(See advertisement 
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that many students of the situation have 
pay extreme high money rates this 

ll and a sharp drop in stocks. But the 
settlement of the Balkan troubles has led 
to better financial conditions abroad, and 
crop damage has checked the activity of 
our home trade, thus reducing money re- 
quirements, so that the present prospect is 
that we shall get through the fall without 
anything worse than continued firmness in 
money rates. It is likely that some gold 
may be imported, though probably not in 
large quantities. 

* * * 


ear seems to 
Business 
contend 


A business depression next 
me to be practically unavoidable. 
men have four difficulties to 
against: 

(1) Falling commodity prices. Brad- 
street’s index dropped from 9.54 in Decem- 
ber, 1912, to 9.01 in August of this year. 
It rallied slightly in September as a result 
of crop damage and hence higher prices for 
food stuffs, but the tendency is plainly 
downward. 


(2) High rates for commercial paper, 


now running from 6 per cent. up, according 
to the standing of the borrower. 

(3) Crop damage, cutting down the pur- 
chasing ability of the country. The Depart- 
ment of Agriculture says that the composite 
condition of all crops September 1 was 
10.1 per cent. below average conditions on 


September 1 of recent years (mostly ten- 
year averages). Last year crop prospects 
steadily improved as the season advanced, 
final outturn being the largest on record; 
on the other hand, this year prospects to 
September 1 have tended to decline with the 
advance of the season. 

(4) Political uncertainties. The effect of 
the new tariff is uncertain and the results 
of the Currency Bill, if passed, are more 
than uncertain—they are highly proble- 
matical. 

Now the business man might stand high 
interest rates on his paper if prices of his 
goods were rising so that he could get 
liberal profits. Or he might stand some 
decline-in prices if he could borrow money 
easily at low rates. But when both factors 
are against him he has a hard row. The 
result is shown in the increase in com- 
mercial failures, to which attention is called 
in our department “Current Financial 
Opinion” this month. 

Then when we come to add on severe 
crop —y + and important political and 
currency anges (regardless of whether 
the final effects of these changes are good 
or ill), the business man will be likely to 
find himself “up against it” unless he has 
already resolutely curtailed his operations. 
Some have done this, but very many have 


not. 
+ * 7 


The bond market, however, should be 
helped by business depression, because as 
soon as contraction in business is well un- 
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der way money rates will come down. A 
good deal of capital will be thrown out of 
employment in general business and will 
thus find its way into bonds. 

This is the basis of the moderate advance 
that bond prices, have already enjoyed. In- 
vestors believe that they see the time com- 
ing when money will be much more plenti- 
ful, and they are trying to anticipate this 
condition by buying bonds now. 

One fact that points strongly to a better 
bond market is that the rate for commercial 
paper, while it remains firm around 6 per- 
cent., has not advanced as it usually does at 
this season of the year: A normal seasonal 
advance from July to September would be 
nearly one per cent., and the fact that this 
customary advance has not put in its ap- 
pearance shows plainly that the money 
situation is easing up a trifle. Firm rates 
are a certainty during the next two months, 
but it really seems as though we had turned 
the corner for the present as regards the 
much-commented-on “scarcity of capital.” 


* * * 


The stock market, however, is in a some- 
what different position, as a business depression 
would cut down the earnings on stocks 
The present advance in stocks seems to me 
to be temporary. A big short interest has 
contributed largely to the strength of the 
market, and I believe that many shrewd 
investors will seize the opportunity to get 
out of their holdings. Copper stocks may 
prove an exception, owing to the present 
scarcity of supplies of copper metal. 

The probability of a Union Pacific “melon” 
will not be news to our readers, as we pub- 
lished an article on “That Melon in Union 
Pacific,” by Richard D. Wyckoff, some months 
ago. 

I am informed on what I consider good 
authority that the trust question will be 
taken up early in the regular session of 
Congress and that an effort will be made 
to pass still more drastic anti-trust laws 
than those now on the statute books. Re- 
gardless of whether such laws are passed or 
not, the prosecution of the Steel Corpora- 
tion and the Anthracite Coal combination 
will be pushed. And a ruling of the Inter- 
state Commerce Commission reducing rates 
on coal is an early probability. 

Such a program, on the top of tariff re- 
duction and a new currency scheme, is 
unsettling. Again, big financing both at 
home and abroad is awaiting the first half- 
way favorable opportunity. 

My idea would be that the bond buyer 
should now make his selections and plan 
to pick up what he wants at the next good 
opportunity. A considerable decline in 
stocks is not unlikely, and would carry 
bonds with it to the extent of at least a 
good reaction. Ilow low stocks go will 
depend, of course, on future conditions, but 
as things look now there will be ample 
opportunity to buy them at favorable prices 
before any permanent or long-continued 
advance begins. 











